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‘RESTRICTIVE TRADE PRACTICES COMMISSION 
IN THE MATTER OF 
in inquiry 
Regarding Loss Leader Selling 


=O m= 


Hearing held (in public) in Room 414, The Court 
House, Vancouver, British Columbia, Monday, July 


55.1954, 


~=—O—=— 


PRESENT: 
C. Rhodes Smith, Q.C.,M.A.,LL.B.,B.C.L., Chairman 


Uve Favreau, 0.C. beh. ulL.Bs,, Member 

A. S. Whiteley, B.A.,M.A. Member 

APPEARANCES : 

Mr. Paul Gerin-La joie Counsel for the Commission 

Mr. R. M. Davidson Secretary to the Commission 
ons soo (() aso me 

REPRESENTATIONS ; 





The Retail Merchants Association of Canada, 
British Columbia: 


Mr. Grant Deachman 
Mr, Melvin Thomson 


Mr, Alex Forst 


--O-— 


J20d ost AE m00R at E acsineael bled gabrssl 
viet qe: cabana oO 4 aetrials Ranmernss 80H 


pase test cate 2.4, 2d ally 0.0 ihn® aebosh . 
sodmoM | | enteld, « Ake 0 wsortal yD 
rodmoM AM, Ae woledtaw 2 A 


Goteetmnod and rot feenvod elopaleatren fust aM 
Hoteetmmod ott of yrsdorse® noabived MA stm 


eabsciad “to oer alge fn chines ent 
eidimnfod aeti tra’ 


fdas das) MN 
foamed? aivieM .xM- 
Javot xelA .oM. 


i | 


orn Ch se ew 





- 2621 - 


THE CHAIRMAN: In opening the hearings 
in Vancouver, for the benefit of those who may be 
presenting briefs I simply wish to say that the 
practice we have been following is that the per- 
son handling the brief will read it and make any 
comment and discuss any points he wishes to Hee 
cuss during the course of the reading, Then, he 
may add anything he wishes at the end of the 
Drier. 

If anybody who is associated with him 
in the presentation of the brief he reads wishes 
to add anyehing he 15 av Liverty vo co=so; 
Following that questions will be asked by counsel 
for the inquiry and by members of the Commission, 
In this way it is expected - and this has worked 
out pretty well in practice ‘ that anything those 
presenting the brief desire to say will be caka. 
and we will have a pretty clear picture of their 
case, 

This morning I understand we are to have 
a brief presented by and on behalf of the Retail 
Merchants Association of British Columbia. I would 
ask those who are presenting the brief to come 


forward and take the chairs at the front, 


MR.DEACHMAN: I am presenting the brief. 

THE CHAIRMAN: Let us have your full 
name and the full names of those who are asso- 
ciated with you, together with their positions or 


titles in connection with the Association, 
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MR. DEACHMAN: My name is Grant pene 
dane and I am General Manager of the Retail 
Merchants Association of Canada, British Columbia. 

THE CHAIRMAN: Is the British Columbia 
pranch now a separately incorporated organ- 
ization? 

MR. DEACHMAN: It is not incorporated 
under the Societies Act of British Columbia, but 
it is in process of incorporating under that Act 
and, by agreement with the national office it 
holds the right to its separate identity. 

THE CHAIRMAN: I had heard that they 
were in process of being incorporated. I did not 
know whether that had been completed or not, 

MR. DEACHMAN: That is right. 

THE CHAIRMAN; And who are with you? 

MR, ‘DEACHMAN: I have with me at the 
moment Mr, Melvin Thomson of the firm of Thomson 
and pao a member of the Retail Merchants Asso- 
ciation, 

THE CHAIRMAN: Then, Mr. Deachman, you 
may proceed with your brief, You may make any com- 
ment you like before you start to read it. 

MR, DEACHMAN: If it is agreeable to the 
Commission, we would prefer to read through the 
brief without comment and then make comment after 
that, 

THE CHAIRMAN: Just as you prefer. Spies 
times there may be points that may occur as you go 


along upon which you would like to comment. However, 
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either procedure is satisfactory to us. 

MR. DEACHMAN: Retail Merchants Reabe 
ciation of Canada, British Columbia, is one of 
the provincial divisions of Retail Merchants 
Association, Its membership consists of approx- 
imately 1,000 merchants located in over 100 mike 
cipalities and centres throughout the province, 
In principal cities committees of the various 
trades have formed to deal with their specific 
association problems. 

Although almost every class of merchant 
is represented in the ah tancils the principal 
trade classifications organized into committees 
are food, radio, appliance and TV; men's wear and 
women's wear. No distinction is made between 
independent retailers and national corporations 
or chains within the association, although ieee 
pendent retailers form the majority of members. 

The B. C. Association received its 
charter from the parent organization in 1919 and 
has operated without interruption since that year. 
Its head office is in the city of Vancouver, 

2. Method of Approach to this Brief 

From time to time some legislative step 
prompts retailers to get in touch with the office 
of the association requesting that some course of 
action be taken and that representation be made to 
the appropriate government body. 

In determining what course representation 


shall take, the association sometimes polls members 
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to find out the exact wishes of eeiere, 
although this is not usually necessary because 
constant contact with committees and individual 
merchants keeps the office of the association in 
close touch with opinion on any topic of major 
interest to merchants, Polls or committee votes 
are usually taken as a formality for the purpose 
of having an unequivocal expression of opinion 
on record . either for the information of the 
legislative body toward which representation may 
be directed or for the information of members, 

No other series of reports and papers 
issuing from a government body have evoked more 
interest among B. C. retailers than the series 
beginning with the MacQuarrie Commission ak 
and seldom has the opinion of retailers been 
easier to ascertain, 

Through letters, individual interviews 
and committee ee these opinions have been 
known to the board and management of the asso- 
ciation from the time of the releasing of the 
MacQuarrie report. 

When the association learned, therefore, 
that the Restrictive Trades Practices Commission 
would invite reports and opinions on the subject 
of loss tee a committee was formed to prepare 
a brief and to make personal representation to the 
Commission in the event that it should decide to 
hold hearings in British Columbia, This committee 


is composed of hard goods, clothing and food 
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retailers, each of whom is prominent in his field 
of retailing and in the work of the association, 

To determine opinion of members a poll 
was taken and comment was invited from every 
association member. The results of this poll 
and comments received will be discussed in the 
brief, 

Definition 

1. Commodities Minimum Loss Act 

The committee was not without precedent 
in approaching the question of loss leader legis- 
lation, for British Columbia is one of a few 
provinces to have a loss leader Act upon its 
statutes. This statute, The Commodities Minimum 
Loss Act, is appended to this brief as "Appendix 
Am 

The Act is designed to restrain grocers 
and meat dealers from selling "at a price less 
than 5 per centum above the cost." It provides 
that if a grocery item is sold "contemporaneously 
with a gift of any commodity" it shall be deemed 
to be a violation of the Act. And it provides 
the Lieutenant-Governor in Council with power to 
establish meat charts and names for retail cuts 
and to enforce their use and to prohibit the use 
of other charts and other names for retail cuts. 

Evidence of the difficulty of implement- 
ing legislation to restrain the users of loss 
leaders is found in the history of this statute. 
To the best knowledge of this association no 


case has ever been brought before the courts 
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under this Ast, although there is little doubt 
that provocation has never been hard to find, 
2. Characteristics of a loss leader 
There is little that this committee 
could add to the lexicography on the subject that 
is not covered in the Restrictive Trade Practices 
Commission's exhaustive paper on "Loss Leader 
Selling." While some of the points covered by the 
committee may be repetitious they are set out in 
this brief as the considered opinions of the com- 
mittee: 
a. ts predatory nature 
It is particularly predatory toward other mer- 
chants when a merchant chooses as a loss leader 
an item which he does not normally stock, It 
is predatory toward the public when it is not 
intended that the item be sold in quantity 
and indefinitely at a Toes. but only to the ex- 
tent that it will attract customers into the 
store as prospects for sales of more eye 
able merchandise, 

Examples of predatory selling of weve 
onandten not normally Sere ce appear in 
advertisements in “Appendix B" to this brief. 

An example of tongue-in-cheek selling 
to the public appeared in a recent Better 
Business Bureau release which told of a group 
of appliance salesmen who instituted a system 
of fining the salesman who sold a regularly 


advertised loss leader, 
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Loss leading may appear to take place 
when a merchant sells at or near landed cost 
an item which he normally stocks, for the 
purpose of creating traffic, In such cases 
the predatory element is missing because it 
does not constitute an attack upon the price 
structure of a class of merchandise which 
he does not generally stock and it may be 
argued that he has offered the public a 
bargain, The following ee ae story 
will serve to illustrate: 

An independent department store mer- 

chant in Eastern Canada was famous for 

his periodic Monday morning bargains 
in women's oe suits and dresses. 

It is said that he would buy distress 

stock, mark it at landed cost or ae 

ana few, cents.of. 1¢ and put 16 on his 
racks in the dress department, Sales- 
people from other aoeeceiedta. which 
were slack at that panes were brought 
in to take orders during the rush, 

The customers got bargains. The store 

gained traffic at a time of pati ons 

ally low traffic. The sales met the 
retailer's eee on @ lose to 26, . The 
manufacturer disposed of his distress 
stock, 

While it may be argued that this retailer 


sold at cost, or close to it, his actions miss 
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the definition of loss leading in that he 
did not loss-lead a product of another 
retailer which he was not accustomed to 
sete and he did not attempt to deceive the 
public. His bargain days were well known, 
He did not conceal the fact that quantities 
were limited, He did not attempt to divert 
customers to other neroRanaveen but traded 
only upon the traffic which these sales 
inevitably brought to other departments as 
the women emerged eetuneranc’ Or Reet . 
from his bargain counters, 

inis .£OrmMm OF Ssitthie the retailer's 
legitimate and honest offer of a Soneseuuah 
should not be confused with predatory loss 
leading, in the view of the committee, 

b. Its relationship to selling price 

Each retailler looks at price through 
different eyes, Most drug pice appliance 
and hardware stores, and tobacconists, must 
operate on larger markups than anes -onae 
supermarkets, Thus the supermarket is in a 
position to enjoy a profit on toiletries, 
proprietary ame tissues, small appliances 
and soteees and cigarettes, by handling 
them on a self-service pas which the 
traditional outlets for these wares cannot, 

Similarly the discount house, which 
offers to do nothing but sell an article for 


cash can vastly undercut the traditional 
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retailer of major appliances who must add 
the cost of display space, heavy advertising 
Senn. service, downtown occupancy rates and 
a high proportion of salaries to his selling 
cost, 

These are natural developments in the 
fieldsof selling. |The periodic appearance 
of innovations such as self-service, pre- 
packaged merchandise, vending machines and 
discount patie offset the concentration 
of merchandise in the hands of retailers 
who tend to add, year by year, to the ser- 
vices attendent upon selling, and hence 
upon markups, 

A loss leader, therefore, if looked 
upon only from the standpoint of selling 
price, may only be a loss leader in the eye 
of a competing merchant, 

c, ts relationship to cost 

The defining of a loss leader accord- 
ing to cost, or landed putt or landed cost 
plus a reasonable markup for handling, has 
its dangers. Prohibition of loss leading 
may protect or shield the weak operator, It 
may interfere with the development of oe 
chandising processes which tend to reduce 
markups. lt may interfere with the reduction 
of distress merchandise, It may infringe upon 
the retailer's legitimate practice of holding 


sales and bargain days, It may subsidize the 
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retailer, It may peg the price of goods. 
3. Other Forms of Predatory Retailing. 

It is a belief of this committee and a 
part of the argument set forth in this brief, 
that loss leading is only one of several forms of 
pait used to lure the public toward profitable 
merchandise, In rhea a loss leader is a form 
of advertising, or promotion, or traffic stimu- 
lator, and as Beate does not differ materially 
from other promotional forms which are in ener 
selves oe popcorn on .predatery , 

The Better Business Bureaus are in a 
petter position to describe such promotions than 
is this eae for their purpose is to 
acquaint retailers and the public with the day to 
day schemes of those who operate on the lunatic 
fringe of merchandising. 

Some intimation of the extent to which 
such promotions can go are shown in the scrapbook 
marked "Appendix B" to this brief, 

Among the common and flagrantly deceptive 
words and phrases used in merchandise advertising 
in Canada today are: 
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Bach of these methods of attracting 
traffic are just as predatory as the loss leader, 
They make statements which are not true. They 
frequently attack the merchandising principles of 
other establishments, 

There are many merchants who refuse to 
compete on similar terms with these advertisers, 
and who have succeeded in keeping their traffic 
and their profits. 

One of the largest independent depart- 
ment stores in Canada, for instance, will not 
advertise a comparative price. A product, the 
founder and his successors have always Ri atreck 
is worth no more than the price asked, 

Another department store will not fees 
mit the use of the word "Free" in its advertising, 
on the grounds that if an article is included in 
a combination ney the total or unit price must 
coyer the selling price of the combination, 

4, Conclusions 

Thus the committee is compelled toward 
the conelusion that a loss leader is only one of 
a number of unethical or dubious promotions for 
attracting the prospective buyer, It is predatory, 
but no more so than bait advertising or false and 
misleading statements, 

It is difficult, almost impossible to 
define without penalizing the merchant who operates 
within the spirit and ethics of the 1aw im order 
to regiment those who operate according to the fate 


ter of the law. 
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Competition and the Indepentent Retailer 


1. Introduction 

selling, reduced to its simplest terms 
might consist of: A approaching Y and saying, "I 
will sell you my bread at 21 cents a loaf," To 
which Y might eine "I will offer you 20 cents, 
no more, otherwise I will continue to bake my own 
bread," Whereupon A would make his decision to 
accept or refuse the offer. 

In such a simple transaction there is no 
predatory motive toward another retailer's Mie nese: 
for there is no other retailer, There can be little 
deception of the aSneuAeS. for if A's bread Bont 
tains sawdust, this customer, Y, will disappear 
with the first slice. 

In this simple world of commerce the 
protecting of the consumer would be costly and 
superfluous. Caveat Emptor is a sufficient check 
upon this kind of commerce, 

When the market broadens and competition 
appears various devices are used to attract the 
consumer, 

A advertises: Buy Superior Bread for uniform 
Preshiees daily delivery, One price every- 
where. 

B says: Tests show people to be 21 per cent 
healthier after eating Acme bread because it 
contains H°0, a secret health giving 
ingredient, 

C says: Buy your bread from us for a month 


and receive a handsome bread box, 
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D says: Send your name and address along 
with a bread wrapper, You may win up to 
$5,000 in valuable prizes, 


E says: Eat Joe's bread -- Nobody -- but 

nobody Sa underselisJoe, 
The housewife, viewing these dt-tiothons ; must 
determine whether 

A is holding up the price of bread unduly; 

B is advertising falsely; 

C is including the cost of another item in 

the selling of his bread; 

D is making a false offer; 

E is fesdsidsaame and charging the cost of it 

to something else. 
Naive as this simple example may appear, it poses 
the whole problem as to how much a government 
should intervene as a referee between the consumer 
and the retailer and how much should be left to the 
normal controls which people of good faith put 
upon themselves in an effort to provide honest mer- 
chandising and to stabilize their own corner of the 
economy. 
2. Position of the independent retailer 

Perhaps no other control upon market 
upheavals acts more surely or more steadily than 
a retailer's day to day efforts to find security. 
Independent merchants may be self-made 

matt but for the most part they did not enter the 
market with an eye toward becoming heroes of com- 


merce. They fell into their jobs upon the death 
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of, their ae eee or continued a second or 
third generation family ee or invested in 
a partnership at a time of financial crisis, or 
ddkewMr. Cos Tie peeton began by sweeping up the 
floors of a wholesale warehouse, 

The vast majority of them have no great 
reserves. Their incomes are not enviously large 
in terms of the incomes of wage and salary earn 
ers, in advertising they prefer to be honest 
rather than devious, When they buy they know 
that they must buy cautiously, for their oie 
esses cannot stand sudden inventory losses. 

When they sell they prefer to apply a reasonable 
profit across the board on a steady basis, rather 
than to eee ean on one article while making it 
up on another, 

They, are, not, as,Mrs, H. N, atesee 
president of the Canadian Association of Consu- 
fain eect. engaged ina "visible and 
cynical exploitation," 

The following figures taken from the 
D.B.S. biennial survey of retail operations, show 
how the small unincorporated Canadian retail 
business is run and what it may expect in salaries 
and profits. 

In the illustrations given the ea se 
ors would, in almost every Se be engaged in the 
daily management of their stores. Absentee owners 
in this bracket of retailing are rare, 


For themselves, these working merchants 










































‘ihe Maia lacliaauiioianiebe Wi 


ogtel elavotvire ton ous gonoons shed seowrsast 7 
~mine yraten bts eReW ‘TO. esnoost oddto ened at 
saonod od ‘og tetera tlt gibatanovba sl .at9 
worth yer) vt one fei -avoived asd codder 
-nicud «tedd tot ctiauobtuse wud: daum vedd ‘dent 
.a9geor wrodaevent febbue Sade JomIso gDae9 
al dscoaset & lags: of nolerg, youd Eiee yeds sodW 
qorter ,ateed yosote 2 f0 brpod odd aROTOS Fltorg 
dh godtusm ofits okokdns ono m0) paef-eeol o@ maid = 
etedioms fo. gu 
sietetuev . Haut a ,domene yet 
-senon to noktsbooseA miakonat aa to Jasbleetq 
bts ofdiotv" s mi begsgie ,atesygue _aron | 
D " potiadioiqus: Lsoimyo . 
ech} mont nests astiratt astwollot oat 


wora ,artotveredo itsier to yevaus Lekanold 28. ae 


[Later asibans) ped erogxoonitoy Lfseme ect wort oF 


al at dooqxe yeu dL dade Sos ant at anonteyd . 
athlon. bos, | | 


-dotugong efit stovig atohiententft ont al. 
eas ct bogegns od <288o grave deomie ft ,bivow eto | | 
ersmwo eedneadA .covode aber? Yo dlemoganan yLtab : 

: queen gokitedon Yo Jedowsd atdd ak 
chiaeainaaii <aovieemedd zo 





- 2635 - Mr, Deachman 


ask from 4,09 cents on the dollar in the case of 
combination stores to 10.75 cents in the case of 
shoe stores as their salary and profits (before 
taxes). In larger brackets of retailing these 


percentages are even less, 


SMALL STORE OPERATING RATIOS FOR 1952 


Profit and loss (% of net sales) 


Av. Net Gross Total Net op. 
sales profit operating profit 
© expenses Q 
6 
Combination 
Food Stores $84,326 14.57 10.48 4.09 
Grocery Stores 50,405 che ards, 8.54 5.24 
Meat Markets 68 , 402 17 54 11.40 6.14 
Hardware Stores 56,710 26.01 15.46 10.45 
Home Appliance, E 
& Radio Stores 99,172 26,36 18.59 Wall 
Furniture 
Stores 100,077 Pieio 19.47 8.28 
Family 
Clothing 
Stores 73,601 24,38 15.53 8.85 
Men's Cloth- 
ing Stores 68,960 26.64 16.5( LOcOr 
Women's Cloth- 
ing Stores 55,179 26.81 18.86 7295 
Family Shoe 
Stores 56,271 2.67 16.92 10.45 


These figures are for unincorporated businesses, 
Net operating profit is taken before proprietors! 
salaries and income tax, 
Even these margins might provide security 
for the retailer if volume remained constant. But 


it doesn't, 
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The following table shows retail sales 


in B, C. for 1953, the gain or loss from the pre- 


vious year and the share each class of retailer 


received from every $10 of the B. C. consumer's 


money. 


Grocery and com- 
bination stores 


Meat stores 
General stores 
Department stores 
Variety stores 


Motor vehicle dealers 


Garage and filling 


stations 


Men's clothing 
stores 


Family clothing 
stores 


Women's clothing 
Shoe stores 
Hardware stores 


Lumber and build- 
ing materials 


Furniture 


Appliance and 
radio dealers 


Restaurant 
Fuel 

Drug 
Jewelery 
Tobacco 


All others 


Total sales 
333 
191,785 
Peles 
56 425 
163,486 
13,025 
253,988 


51,784 
15,592 


11,025 
25,628 
10,880 
25,580 


34,138 
11,562 


28,087 
52,288 
14,740 
28 ,268 
13,868 
6 3203 
197,576 


% 


of change 


1953/1952 


x 0.2 
x 0.7 
~ 0.6 
x 4.6 
x fal 
aeery | 


£56968 
eee 


=: 205 
= Ons 
xe oee 
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Table (cont'd.) 

TOTAL, Ad lL drades.n $1, 2255155.45 x Bie $10.00 
The table records fluctuations in volume from 
13.6% below the previous year (fuel dealers) 
to 8,8% above the previous year (garages and 
filling stations) 

Two eiecnigicetions:, motor vehicle deal- 
ers and garages and filling stations showed major 
increases in volume while taking 25 cents of every 
dollar of retail sales. Rciteneca and clothing, 
which take a total of only 6.6 cents of every 
dollar of retail sales showed loss of volume in 
1953. 

The reason for this major shift in pur- 
chasing power is that credit restriction upon the 
purchase of automobiles was suddenly released, 

The consumer gorged on automobiles and gasoline in 
1953, inflating sales in some trade categories and 
depressing them in others. This year the feast is 
over, The automotive trades are suffering a 
recession, 

How much more orderly it would have been 
for the retailer and how much easier for the bone 
sumer if the natural flow of retail credit had not 
been restricted! 

36 "Nobody, but sonal undersells me" 

Retail merchants are found in greater 
numbers and in more varying economic circumstances 
than any other class of proprietor or independent 


business man, They are the purest strain of 
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capitalism in the economy, They seldom ask for 
and hardly ever receive financial ai subsidies, 
bonuses, tariffs or other economic crutches. 
Their day to day business, being closest to the 
consumer, is most sensitive to change. If A 

drops his ee B follows. If C says "No 
interest" or "No down payment" or offers an 
inflated trade-in, DoWill mest iu, 

While every store may not advertise 
"Nobody, but Hepoay” undersells me", the thought 
is never far from a retailer's Wand for a woman 
who sees an appliance which she has just bought, 
selling for less at another Sie will promptly 
demand a refund, 

Recently a grocer in Langley, a town in 
the Fraser valley, dropped his price on a brand 
name salad dressing. He was reacting to a minor 
price war which had started when a grocer in New 
Westminster dropped the price and was immediately 
followed by 2 chain grocer across the street, In 
turn a competing chain met the price, Within a 
day or two the new price was effective throughout 
Vancouver and the Fraser Valley. 

These minor paetise! involving one item 
after aneenet occurring every day, are the deter- 
miners of price, Sometimes, usually to the sorrow 
of those involved, the skirmishes continue until 
an item no longer brings a profit capable of meet- 
ing the cost of selling. It becomes a loss leader, 


Neither side, involved in these battles, 
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wants to continue them to a point where profits 
digapieeds but the principle of "Nobody, but 
nobody" keeps the fight alive until public inter- 
est is lost in the item under attack, or until one 
party discontinues marketing that line of merchan- 
dise,. 

4, Brand Name Merchandising 


One factor is common to almost every such 
price PA Gta ae the merchandise involved bears a 
well known brand name, These national brand names 
are to independent merchants what traditional lines 
are to major chain and department stores. 

Prior to the restrictions upon price main- 
tenance the independent merchant could rely upon 
reasonable stability of price in these lines, 

Today the only retailers who have it within their 
power to stabilize rapid price fluctuations due to 
"spur of the moment" competition are national 
chains and department stores. 

The situation is best described by E. G. 
Burton, president of $ infpsori- Bears Lta., ina 
recent address to the Canadian Life Insurance 
Officers Association: 

"While my company, with the development 
of its own uventis!, is not affected to any 
great es von it is a most serious threat 
to thousands of legitimate small retailers 
who are really the backbone of the dneurs - 
busion system,as far as manufacturers of 


nationally advertised lines go, 
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These manufacturers should know, if they 
do not ec that these dealers are in 
real danger of being forced.out of business. 

I call them legitimate dealers because 
they are the kind who stand behind the mer- 
chandise they sell and service it when any- 
thing goes wrong, I repeat that many of 
themere in real cancer, of beine forced out 
of business by this pe deneents but unfor- 
tunate legislation in favour of a ae 
tributor who thinks mainly in terms of a 
quick profit today and cares little about 
the Bee cae tomorrow." 

or ie theater Oona tner Selling and Discount Houses 

Wholesalers, according to ace tone are 
supposed to sell to retailers and to leave the 
matter of selling to consumers to those who operate 
retail establishments, 

Direct wholeseier-consumer selling is, 
however, a constant source of competition to the 
retailer, An example will illustrate: 

In Prince George a person walked into an 
appliance store and questioned a salesman 
about eee noting the price and 
details of several models, He then con- 
tacted a friend employed with a logging 
camp, which purchased at wholesale for 
its employees, and obtained the Sere e 
ator of his choice from that Se pay- 


ing the wholesale price, 
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Supsntactauys it may be argued that the 
consumer obtained a bargain and, therefore, he and 
the community were better off, In aces this is 
what happens: The retailer acts as demonstrator 
for the merchandise while the wholesaler makes the 
sale, The retailer, therefore, has borne the 
retail selling cost of the merchandise, 

Unable to purchase directly from the seni 
facturer, the retailer is in no position to compete 
with the wholesaler, and so eventually, if 
wholesaler-consumer selling of a line continues on 
any serious scale, he must discontinue the line to 
cut his costs, Once the retail outlet no longer 
carries the nek or no longer carries complete 
models, parts and service, the wholesaler must 
either continue to pick up what sales he can or 
provide identical facilities to the retailer in 
order to expose the merchandise to the public. In 
effect, the wholesaler has used his buying ee 
ative with the manufacturer to drive the retailer 
out of that line of me pohead aca but he has not 
escaped the fact that he must now bear the retailer's 
costs and do the retailer's work if he expects to 
maintain volume of sales. 

The discount house, a recent development, 
operates in much the same manner, A story, 
currently going the rounds in Seattle, illustrates 
the discount house technique: 

A discount operator advertised in the 


classified pages that he was open for 
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offers on a new refrigerator, still 
Suondine ine Lts’ crate. + He is alleged 

to have sold 30 of these in less than a 
week for a profit of $10 each, delivered 
in the crate to the customer, 

Now the petaaner who made these models 
familiar to the public through his sayerersine® 
display floor and erieeren and who services and 
installs his appliances at something approaching 
cost, subsidized the sales of the discount operator, 

This connivance between wholesaler or manu- 
facturer and discount house ee eliminates the 
retailer but it cannot eliminate what the retailer 
does. 

These devices eT Sree eee 
selling and discount selling are parasites upon 
retail trade, Even the peddler with his pack must 
make his calls, demonstrate his wares and absorb 
his whole costs in his selling price, Not so the 
wholesaler or discount operator, who could not 
exist unless acceptance for his wares had first 
been established by the retailer at the retailer's 


expense, 


This summarizes the position of the 
retailer in British Columbia. Much of what has been 
said here is supported by letters and comments 
reproduced in appendix C to this brief and in the 
results of the survey of members of this associa- 


tion, shown in appendix D, 
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The general conclusions and general 
recommendations which follow, attempt to suggest 
a line of action designed to correct some of the 
very apparent difficulties described in this 
brief, without burdening the retailer with 
unnecessary restrictions or the government with 


unwieldy regulations and problems of enforcement, 


GENERAL CONCLUSIONS 

1, Dubious selling practices are increasing 

There 1s sufficient evidence. of the use of 
loss leaders and of the growth of deceptive methods 
of advertising and promoting retail sales to warrant 
giving serious consideration to the subject. 
2. More than loss leaders involved 

The loss leader is not alone as a dubious 
device for promoting sales, nor is it necessarily 
the most dubious of a number of promotional techniques. 
3. Definition is difficult 

Neither loss leaders nor advertising or 
promotional tricks can be exactly defined in a way 
that will not be discriminatory toward some very 
legitimate trade reer ieee or will not shield the 
weaker operators in the retail trade, 
4, Attack brings retaliation 

When goods become plentiful and compet- 
ition becomes keen there is a tendency upon the 
part of some to use Ents soci’ methods to advance 
their pe tocae. and a natural tendency upon the 


part of others to retaliate in kind, 
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5. Evidence of chaos 


There is ample evidence in the cieneaus. 
interest shown by retailers in the loss leader 
inquiry; in the numerous letters appended to this 
prief; in daily reports of rapidly fluctuating 
prices; in retail statistics and in the overwhelm- 
ing response to this association's questionnaire 
(Appendix D), of chaos in the retail trade. 

6. Discriminatory aspect of R.P.M, Legislation 

The ban upon price maintenance, well 
intentioned though it may have been, discriminated 
against the independent merchant who relied upon 
the stability of branded goods for his stock-in- 
trade, in that it created instability in some sec- 
tions of the retail trade but not in Sane, as 
outlined by Mr. E. G. Burton, 

{. Legislation needed 

These general observations lead toward 
the final conclusion that some form of federal 
legislation or amendment or revision of existing 
legislation should be promulgated which would: 

(a) Provide a check upon the indiscriminate and 
pAbiesacint use of loss leaders and unethical 
advertising practices, 

(b) Enable a retailer, who felt his establishment 
or one of his lines of merchandise under 
attack by another NAEP es to seek some 
suitable form of redress. 

(c) Afford some protection to the retailer from 


parasitical sellers whose businesses could 
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not exist unless retailers absorbed their 

selling costs by keeping merchandise on 

continuous display. 
(d) Remove the discriminatory aspect from 

R.P.M. legislation or free the hand of the 

independent retailer to the extent that he 

obitic. in some Meecce: stabilize price of 

his branded lines without combining to 

raise price or to prevent competition, 

GENERAL RECOMMENDATIONS 

1. Advertising and Promotion 

It is recommended that the laws and regu- 
lations governing the use of advertising be more 
rigidly enforced and that, in gaveietars the 
government give consideration to some form of 
legislation restricting the use of exaggerated 
claims regarding interest en re down Pe oneaes: 
Pde ah values and comparative prices. 
ee *L088 Léaders 

It is recommended, particularly in regard to 
food pebaaanes that the government give consider- 
ation to some form of legislation which would make 
it obligatory upon any retailer to supply, on 
Adeeb to any other retailer any item at the 
same price at which the said item is made available 
to the consumer, less an appropriate wholesale are. 
dourits, subject to qualifications permitting legit- 
imate clearances, 

Such legislation would provide retailers 


with an effective means of curbing deceptive 
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practices without the necessity of elaborate 
enforcement by government agencies, 
3. who loged caapnmeney selling 

It is further recommended that similar 
legislation be made to apply in the case of whole- 
saler-consumer selling and discount selling, 

4, RPM. Legislation 

Finally, it is recommended that the exist- 
ing resale price maintenance legislation be amended 
to the extent that a nee upon application 
to the Department of eee could obtain a licence 
enabling him to make vertical arrangements with his 
distributors to stabilize price on competitive 
items; provided such arrangements and such licences 
were subject to inspection and review with a view 
to preventing lateral combines in similar lines of 
goods. 

In making this final recommendation it is 
felt that any amendment or revision should attempt to 
steer between the present igeiaiabion, which ae 
troys franchises, discriminates against the smaller 
retailer and mitigates against the integrity of 
branded peoaeaeee and U. S, Fair Trade legislation 
which attempts to enforce fair trading in the 
courts, rather than by leaving the problem to 
manufacturers and their outlets to settle upon the 
basis of gentlemen's agreements and the current 


state of the market. 
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CHAFTER 219 
‘AN ACT RESPECTING A MINIMUM LOSS FOR COMMODITIES 
HIS MAJESTY, by and with the advice and 
consent of the Legislative Assembly of the Province 


of British Columbia, enacts as follows:- 


Short 1. This Act may be cited as the "Commodities 
title ; ; 

Minimum Loss Act." 1937, c. 51, s. 1; 1939, c. 34, s.3. 
Inter- 2. in tnis Act, unless the context otherwise 
preta- : 
tion. requires:-~- “Butcher meat" means the flesh 


of any animal used for human food: 
“Commodity” means any subject of commerce: 
"Cost" means purchase price plus cost of trans- 
portation from the place of purchase to the 
retailer's place of business, customs and 
excise eee and sales ae if any; and for 
the purpose of this definition "purchase price" 
in respect of any grocery product shall mean 
the price at which that product is offered by 
wholesalers to retailers generally; and where 
any price offered by a wholesaler is restricted 
to a single retailer or to a limited number of 
retailers that price shall be epee and 
notwithstanding that any retailer buys at any 
such restricted price it shall nevertheless be 
deemed that the purchase price so far as he is 
concerned is the same as the price offered to 
retailers generally. Where there is a varia- 
tion as among wholesalers in the price at 
which any grocery product is offered to 


retailers generally, the lowest price so 
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conta, 
offered shall, for the purposes of this Act, 
be deemed to be the purchase price to any 
retailer regardless of the price in fact 
paid by hin: 

"Grocery product" means any commodity that is 
comprised in the stock of goods of a person 
carrying on business as a grocer, but does 
not include any commodity in respect of 
which a retail price has been fixed pursu- 
ant to any Act of the Province or of the 
Dominion, 

"Retailer" means any person who offers for 
sale, sells, or keeps for sale a product or 
commodity to consumers for use: 

"Retail meat-dealer" means any person who offers 
Ter Baleio selis,. ori keeps wor sake, fresh, 
frozen, or cured butcher meat to ultimate 
consumers. 1937, c. 51, 8. 2; 1938, c. 40, 
8. 2; 1939, c. 34, ss. 2-4; 1940, ¢c.30, 58.2. 


Prohi- Be Noiretadienrmshadd ioffennfonm sale , sell, 
pition of 

selling or keep for sale in the province any grocery 
at less 


than 5% product at a price less than five per centum 

above 

cost. above the cost of the same to the retailer, 
LOSTA)c. 151 nis. r3ncb989, ree940 ges h43 31989 pce<34, 


5B. 5; 1940, o5430, ab. Tae 


Appli- 4, This Act shall not apply to sales by a 
cation 
of Act. trustee in bankruptcy or a receiver under the 


"Bankruptcy Act" of the Dominion or a liquid- 
ator under the "Winding-up Act" of the Dominion, 


or a Sheriff, or by judicial process, or a sale 
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to which any order, rule, or regulation 

mady by any board constituted under the 
"Natural Products Marketing (British Col- 
umbia) Act" is applicable; or to sales of 
damaged goods sold at a price proportionately 
reduced because of such damage and not 

merely reduced in evasion of this Act; or to 
any general sale of commodities in a store or 
premises where the retailer is actually 
retiring from business or moving to other 
premises; or where the retailer is discontin- 
uing the distribution of the line of goods 

so being offered for sale; orto any other 
general sale at a price reduced because of 
some special conditions or circumstances and 
which in the opinion of the Court is not 
reduced for the purpose of defeating the 
provisions of this Act and is not contrery 


to its intent and purpose. 1937, ¢.51, s.4. 


Provi- 5. Notwithstanding the provisions of sec- 
sion in 
case of tion 3, where any commodity in a retailer's 
perish~ 
able stock of goods has become immediately per- 
goods. 

ishable:- 


(a) If his place of business is in an area 
for which an Inspector has been appointed 
pursuant to section 8, he may, with the con- 
sent of the seer ae sell such commodity 
at any price approved by the Inspector; 
(bo) If his place of business is not in such 
an area he may sell such commodity at any 


price he thinks proper. 1939, c. 34, s.6. 





Dl een yates asaasiwa ot ‘sina incom ; 
a no saote “é tt deldabotinos. 10 ofsd Leremsy Ute 

a | pitentoe at aatister edd dredie ddiatneng | 

et rote of aottvom "9 jatibagd mort geibsitos 

‘. rp egitaooeth ak reli sion odd aed “co ;,s9etatond | : 
: aboom ‘to ommbr odd 49 pofiudttierb ot aiiyv 





inn, 





gonito: que 08 x0 rolse <oY boxeyt0 wilted oe | 
40 seveood beoubet eobtq i de offa Levomoy 
bis qooreiadtvorlo ‘0° enokdibned Lateoqs emoe ~ i 
| . gon ah Seed odd “to motintgo ent mE done 
: add gattsetos to saoguug' edd rot Soeuher 
gusriaoo Joo ef btn Joe etdt 26 anotakworn 
Bin 18.0 .YECE .seoquag’ bas seradatt adt ot 


. i woe to antokeivoera och! -gitbradeddiwtoh = «2 
7 et4ofisden & ot ytthoamos ye onerdw’ .£ fats 
“Ted clodakboamt onidoed uéd aboog “to doote- 
7 | = reldfadalk 
- gorce nb mt at ssninian ts soata std tZ (a) 
bodntoqas feed asrl sotooqectt ma do Lew 0% 

—@ffOo. Lockey on hie amid tnavetug . | ; 
| et trees) = 

stm es arena sles 8 18 
sont a voaty ata 2 (0) 











Sale of 
food 
product 
in cer- 
tain 
combin- 
ations 


an offen- 


ce. 


Retail 
meat- 
dealer 
shall 
not sell 
at less 
than 5% 
above 
cost, 


"Cost" 
defined, 


- 2650 - Appee 
con : 
6. The sale of a grocery product in com- 
bination with any other commodity at a 
combined price or at prices not applicable 
to the purchase of the commodities individ- 
ually, or a sale of a grocery product con- 
temporaneously with a gift of any commodity, 
shall be deemed to be a violation of section 
3 of this Act: Provided that if the grocery 
product is sold in combination only with 
other grocery products, such sale shall not 
be deemed to be a violation of section 3, 
in the case of any prosecution for violation 
of this Act, if the retailer accused proves 
that the total price charged for the com- 
bination is not less than the aggregate of 
the prices at which each of such grocery 
products might lawfully be sold by him 
WIS ee Gey as 
LO3o, (Css CBS De 
fee eee 


Tor sade, sell, or keep for sale in the 


under this Act. 


No retail meat-dealer shall offer 


Province any fresh, frozen, or cured butcher 
meat at a price less than five per centum 
above the cost of the same to him, 

(2) For the purpose of this section 
the definition of "cost" in section 2 shall 
not be applicable; and "cost" shall mean 
the purchase price plus cost of transpor- 
tation from the place of purchase to the 


retail meat-dealer's place of business 
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plus duties and sales tax, if any; and for 
the purpose of this definition the purchase 
price of any cut of meat sold at retail 
shall be determined by reference to the 
appropriate retail price-selling chart 
approved pursuant to subsection (3) and 
showing the allocation of the total pur- 
chase price of a carcass among the various 
ae derived therefrom; and the purchase 
price of a carcass shall mean the price at 
which a carcass is, as of the date on 
which a sale is made by the retail meat- 
dealer, offered by wholesalers to retail 
meat-dealers generally; and where any 
price offered by a wholesaler is restricted 
to a single retail meat-dealer or to a 
limited number of retail meat-dealers, 
that price shall be disregarded; and where 
any retail meat-dealer buys at such res- 
tricted price it shall nevertheless be 
deemed that the purchase price, so far as 
he is concerned, is the same as the price 
offered to retail meat-dealers generally. 
Where there is a variation as among whole- 
salers in the price at which carcasses are 
offered to retail rae aes gene re liv. 
the lowest price so offered shall, for the 
purposes of this Act, be deemed to be the 
purchase price to any retail meat-dealer 


regardless of the price in fact paid by him, 
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Power (3) The Lieutenant-Governor in Council 
of Lieut- 
Gov. in shall have power by regulation to approve 
Council 
to appro-charts for the purpose of subsection (2) 
ve charts 

and from time to time to approve of 


alterations in such charts, The provisions 
of subsection (1) shall not apply in res- 
pect of the butcher meat of any kind of 
animal unless a chart in respect thereof 
has been approved under this subsection, 
ESSAI SH Sa P87 PPL SHES a. SSOP ES 4. 


Power 8. The Lieutenant-Governor in Council 

of Lieut. 

Gov. in may appoint an Inspector for any defined 
Council 

to app- area in the province, and any person so 
oint 

Insp. appointed shall have power to give consent 


under section 5. 1939, c. 34, s. 8. 
Power 9. The Lieutenant-Governor in Council may 


Lieut.- from time to time make regulations:- 
Gov. in 
Council (a) Establishing names to be used to des- 
to make 
regula- ignate the different cuts of butcher 
tions, 

meat sold by retail meat-dealers in 


the province for use in the province; 
and 
(bo) Providing that no retail meat-dealer 
shall apply to any cut any name other 
than the name assigned to it. 1940, 
oH, 830 Sara 
Prima 10. In any prosecution for violation of this 


facie 
evid- Act it shall be prima facie evidence of the 


ence of 
purch,. purchase price of any commodity if there is 
price 

produced a price-list purporting to be issued 
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ky any wholesaler in the province in which 
there is stated a price at which that com- 
modity is offered to retailers generally 
or to retail meat-dealers generally; and 
it shall be prima facie evidence of the 
price at which any retailer or retail 
meat-dealer has offered any commodity for 
sale if there is produced a newspaper or 
a circular containing an advertisement 
purporting to be on behalf of that 
retailer or retail meat-dealer in which 
that commodity is offered for sale at a 
TOS TRmCe Diy Ban Os 
1938, c. 40, s.4; 1940, c. 30, s.6. 


price named therein, 


Prima li. In any case where a retailer sells a 

facie 

evidence procery product at less than five per cent- 

of sale 

at less um above the price at which the product is 

than 5% 

above usually or regularly sold by the manufact- 

usual 

price, urer or producer thereof, it shall be 
prima facie evidence in any prosecution 
under this Act that such sale by the 
retailer is in contravention of section 3, 
1938, c.40, 8.5; 1939, ¢.34; 8.5. 

Offence 12, Any person not a "seller" within the 

and pen- 

alty for meaning of section 2 of this Act, who by a 

deception 

as to series of transactions through various 

price, 


persons attempts in any way to fix a cost price 
of a grocery product to himself or to a retail- 
er, which under all the circumstances is not bona 


fide or is intended to deceive as to the price 
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at which the product is usually or regu- 
larly sold by the manufacturer or producer 
thereof, shall be guilty of an offence 
against this Act and shall be liable, on 
summary conviction, to a penalty not ex- 
ceeding five hundred dollars. 1938, c.40, 
&.69 eL1939;res34y 35. 

Penalty 13. Every person violating the provisions 
of this Act shall be guilty of an offence 
and liable, on summary conviction, to a 
penalty not exceeding five hundred dollars, 


AOSFSUCeSLy Sa7e 


-~- APPENDIX "B", (Only one copy of this 


was prepared for submission to the Commission, 
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With regard to the loss-leader inquiry, 
I think the Retail Merchants! Association 
should make a submission dealing in fee 
ticular with the predicament of the small 
merchant in facing the cutthroat competition 
which exists at the present time and is like- 
ly to get worse in the immediate future. 

I have always felt that the manufacturer 
should have some say in what happens to his 
goodwill and trademark by virtue of the 
prostitution which is caused by loss-leaders, 
It does seem to me that the Pqneno ee in 
setting a minimum price, will be guided by 
the fact that, to get consumer acceptance and 
volume, he will want the resale price to the 
consumer as low as possible and that should 
be @ safeguard as regards exploitation, It 
is a well-known fact that unbranded and 
unadvertised commodities are now being 
offered for sale because there is no profit 
in many cases on the advertised lines, 

I cannot define a ioudeveacer because 
every item, depending on turnover and inven- 
tory, would need a different markup, and Il 
feel that we shall, eventually, have to come 
to some kind of a fair trading policy. 

G. T. Cunningham 


Cunningham Drug Stores Ltd, 
Vancouver, B.C. 
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The legislation preventing resale 
price maintenance has hit us here badly as 
we cannot possibly compete with the drastic 
price slashing that has been going on in the 
large centres. “The smait retailer in the 
outlying towns not only pays more because he 
buys in smll quantity but has to pay the 
extra transportation charges out of his 
soe, and the cost of transportation on 
this coast is about double what it was six or 
seven years ago. Freight on a standard washer 
used to be between $4 and $5 -- it is not $8 
to $10. With price maintenance we could 
absorb this expense and get by. With no price 
maintenance (and the resulting price slashing) 
we cannot compete, and this unjust legislation 
is sounding the death knell of the small 
independent retailer wherever he may be. 

Our hopes and best wishes for success go 
with your committee in their efforts to right 
a terrible blunder. 

W. Oo. Nobile 


Noble's Radio & Appliances 
Prince Rupert. 


—  — a mee 


I don't think the public are gettirg a 
fair deal since price maintenance was dropped, 
At present it is necessary to add considerable 
to the reasonable list to allow ridiculous 


trade-ins to meet competition. The result is 
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that there is no guide to values and the 
public is being confused by the use of old 
time medicine man tricks to get their 
Od TAX vee 

Previous to the repeal of the maintained 
price law a manufacturer was able to police 
his outlets and see that the public was given 
a good article at a reasonable price. I never 
could see how our government could say that 
they were protecting the consumer when this law 
was repealed, The only one they protected was 
the shyster retailer. He is now able to use 
misrepresentation advertising without restric- 
tion showing false models ao and it is 
impossible for the police to stop him. How- 
ever, when the manufacturer did the policing 
a very effective weapon could be used in deny- 
ing him the stock, 


Alex Gammie - General Store 
Lytton 


The removal of Retail Price Maintenance 
has caused the following things to happen, from 
our observations: 


1. Confused the public through wild price 
fluctuations 


2. Hesulted in lower sales 

3. Reduced our purchases 

4, Reduced our profits 

A government which on one hand supports free 


enterprise, and the profit system, by legislation 
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Supports certain classes and protects them 
from inequities, on the other hand seeks to 
crush another section of our economy, by try- 
ing to remove the right to make a fair and 
just profit. 
We definitely need a "Fair Trade Law". 
Miles Hardware Ltd, - Nanaimo 


It has been amply proven that manufacturers 
price maintenance results in orderly marketing 
of a quality product. 


N. 8. Dalgieish iLtd., 
General Store-- Kamloops 


If we don't get price control, the small stores 
will have to go out of business, 

Kitsilano Hardware Co, Ltd, 

Vancouver 

We are in favour of restricting loss-leader 
selling. G. Ff. 
Why should we have to allot space to cigarettes 
For such a small profit? 


Holley's Food Market -- Vancouver 


— — ae eee 


I am not in favour of any more restrictive 


legislation, Surely a manufacturer has a right 
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to protect his own product on the market. 


R. C. Runge - Ladies! Wear 
Vancouver 


It's dishonest merchandising. 

Customers do not benefit ‘ have no protection 
to price values as when legitimately and fairly 
priced by manufacturers. 


Home Furniture & Appliance Co, Ltd. 
Vancouver 


— =e eee 


If something is not done about loss leaders 
and going back to price maintenance right away, 
there will not be too many small dealers left 
to worry about. 
Kitsilano Electric Co, -- Vancouver 


We feel that departmental stores should not 
be given preferential prices by dealing direct 
with the factory. But should have to buy at 
the same price or through the same outlets as 
the small retail store, 
West Van, Hardware -- West Vancouver 


Most up and coming merchants today can meet 
any price in the grocery business, but definit- 
ely at the cost of holding down By) reducing 
hours of work, and generally cracking the whip 


as the large chains do, but it is not a 
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desirable way to do business, as most of our 
employees live in the district with us, and 
are part of the community, and do community 
work with us. But we have made up our minds 
we will not be undersold by any large chain, 

Fearn's Grocery Be eee heer! 


We are better off regulated by the manufacturer. 
Yes to No, 1 (except - only on items to clear 
out) 

We are in favour of the previous regulations, 


Certain well known products are becoming foot- 
balis in a merchandising fracas that makes the 
average customer feel that merchants are robb- 
ers when they fail to fall in line, 

We advertise "we service what we sell" and this 
is impossible if there is no markup and apres 
ciates good merchandise, 


Home Variety & Electric - Alberni 


When I was a small boy in rural Ontario, it 

was the hope of every boy to some day possess a 
Waterbury dollar watch, Through time department 
stores cut the price to 75¢ (wholesale cost at 
the time) ae then jewelers met this price and 
fought each other till eventually it was sell- 


ing for 39¢ in some places, Result, few would 
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handle them and the Company had to cease 
making them. Had they had the right to make a 
resale price of $1, which for a watch was fair, 
they could have continued in business, giving 
employment to their workmen instead of having 
a large loss on their investment. Besides, as 
there is no greater barrier to trade than high 
prices no company is going to put a resale 
price on their goods that would mitigate 
against consumer sales. They usually set a 
price as low as the commodity can be legitim- 
ately sold for,so that their sales may be as 
great as possible. 


Thos. King -- General Store 
Golden 


I don't think it is fair for newspapers, 
Robin Hood Flour, Radio Stations etc., buying 
bicycles direct from manufacturers and then 
using for leaders, prizes etc. For example, 
Robin Hood Flour has a bicycle on top of car 
(fixed) advertising their flour and giving away 
a bicycle every week over the (air) Radio. Do 
you know of anything kicked around more than a 
bicycle to draw business for other firms who 
do mot sell that line of merchandise? 

@. H., Bishop se Langley 


— ee ee 


Present legislation plays into the hands of the 


big chains and Woodwards, Eatons and H, B. Co. 
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As at present manufacturer has no voice in 
maintaining prices on any of his lines. 


E. Openshaw -- Variety Store 
Vernon 


My experience has been that the wholesaler 
(previous to the change) in my line of business 
allowed the merchant (retailer) a fair margin, 
We knew and our customers knew just what they 
were going to pay for it. Now what a, It's a 
case now of @ price from invoice to invoice, up 
or aeunk who knows. 


E, Homewood - Meat & Grocery 
Port Alberni 


Unrestricted loss-leader selling by certain 
Vancouver firms has practically stopped the sale 
of TV sets out here in Langley, Not that the 
people of Langley are flocking to Vancouver to 
get these "bargains", but it has created a con- 
dition of c nfusion regarding price with a lot 
of real potential buyers now postponing a pur- 
chase because they have gotten the idea that 
the price may even go lower still. 

This store has been in business since 1924 and 
until two years ago was exclusive Radio, now it 
is TV and Radio. During the past two years we 
have been busy all the time with TV and have 
sold every set at the manufacturer's suggested 


price, never cutting the price one nickel. The 
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full.profit on, each deal has been ae we 
therefore have been able to give good service 
and spend a little time with our customers 
where it has been ree haey the result has been 
without exception, Satisfied Customers. When 
prices are cut, the "cutters" can't possibly 
give Seer therefore they place the whole 
TV structure in jeopardy. The only gain is 
that certain outfits have the pleasure of read- 
ing their "ads" and telling themselves that 
nobody, but nobody underselis them. 
Easingwood Radio & TV -- Langley. 


= oe eee 


Our comment on this whole piece of business 
would be that if the briefs now being presented 
all over Canada to the Commission receive no 
more thoughtful consideration than those pre- 
sented when the question first arose and was 
made into law, then we cannot hope for too 
much consideration from them, 

If, after having been presented with indis- 
putable evidence of the basic fairness of set 
prices, the government goes ahead and bulls it 
through anyhow, then this Commission looks like 
a feeble effort to prop a structure that was a 
feeble effort to start with, 

As a small retailer the writer feels that if 
prices get out of hand on some goods, where a 
cartel may be cine Banh, then it is at this 


level that the government should work to 
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protect the ciptic® not at our level. 
We have been fortunate so fant in having the 
large wholesale and retail combinations be- 
having fairly well, but God help us if they 
decide to close the small man out, because the 
legislation now in force works for them, as it 
would appear it was never designed to do nt 
thing to help the public or small merchant. 
There's our "beef!'. Good luck. 


Ken Hunter, Hunter's Pharmacy 
Salmon Arm 


I believe that bad conditions here are worse and 
more widespread in Vancouver. Trust you will be 
successful in regaining the fight of the manu- 
facturer to have price maintenance on his own 
products, 


Bedford's Drug Store - Salmon Arm 


Just what is a loss-leader in a legal sense? 

Is it - selling goods below actual cost? 
Selling goods at a profit but below normal re- 
sale value? 

How does it affect a merchant who was able to 
buy name eoeey at. bare asim bankrupt Brock. 
or an insurance claim, and still able to sell at 
a good orarne. but way below normal market 
prices. 


In an over-all picture "Price Maintenance" tends 
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to create a more stable eNere and gives the 
small merchants an even break, But would large 
puyers tend to favor manufacturers who do not 
insist on price maintenance for their products, 
to the disadvantage of those who do? 
This for your consideration, 


E, Edwards, City Meat Market 
Vancouver 


We are being forced to discontinue selling such 
items as Sunbeam Shavers because of the "rat 
race" on them, in fact we don't even carry 

them in the store despite the fact that at one 
time we sold them five to one over all other 
shavers combined, I'm sure tha t Sunbeam is 
not selling any more shavers than before. 


B. H, Brown, Yarwood Drugs Ltd. 
Squamish 


These two factors are very hard on the smaller 
retailer oA there are plenty of items that can 
be used for special sales events without des- 
troying the branded lines which are the "bread 
and butter" of many smaller stores, 
os tice President 
John-Cliff Dry Goods Ltd, 


Cumberland 


Further to your letter of June ist, in our 


opinion business conditions could be made much 
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more satisfactory if our government would 
establish definite price control on all major 
appliances, not allowing any discounts or loss 
leaders of any kind, 
Such legislation would eliminate all unfair 
conditions and would assure all retailers of 
a reasonable chance of success in the operation 
of their business which they do not now have. 


Kimberley Hardware Co, Ltd. 
Kimberley 


This practice of loss leaders might not be so 
serious if merchants used only staple stock as 
such, but so often they use some other 
merchants! bread and butter line which to them 
is only a side-line and means little if they do 
not make a profit on that item whereas they make 
sure they get their required markup on their 
regular stock, 

What to me is many times more serious a thing 

is this growing practice of bonus offers by 
large manufacturing or distributing firms offer- 
ing as a special come-on feature some other item 
at a fraction of what it can be purchased regu- 
larly from a normal retail outlet. The five 
scissors offer by a cereal company, I think, is 
at only a portion of the regular retail 

price, 

If the above mentioned companies can place such 


items in the hands of the consumer at such 
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reduced prices, then, surely they must be 
grossly overcharging the consumer public. To 
me this is a greater breach of fair play than 
the straight loss leader. I believe that if 
these companies can reduce their profit in 
this manner and still maintain high prices 
they should be forced to reduce the price of 
their commodity to where it should be and let 
the customer buy with that saving the things 
he would like to buy on a competitive style 
and quality basis, and not have to take as a 
ponus a set item, 
Regarding item No, 2, it (price maintenance 
restriction) is effective only in that it 
prevents a supplier from dropping an account if 
in the eyes of the supplier he (the retailer) 
appears to be cheapening a product where a 
manufacturer has spent years to build a quality 
name for it. Otherwise I feel that suggested 
retail prices tend to allow all merchants, 
large or small, a reasonable profit. 
ay Welanoee 


Roy's Men's Wear, 
West Summerland, B.C. 


There may be legislation preventing resale 
price maintenance but if so it does not mean 
anything as it is practised by many firms. 

With most it is all right as they allow a mark- 
up percentage allowing the merchant to stay in 


business. However, some do not allow enough 
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markup and are therefore making their necess- 
ary markup at the expense of the retailer, 
I quote the worst example is The Great Western 
Garment ane Eanonton Alberta, Here are some 
examples: 
No. 557 Red strap overalls cost $40.25 
plus tax equalling $3.65 landed, They 
put a retail price on it of $4.75. With 
40 per cent markup only it should retail 
at Saeko, 
No, 516 Cowboy Kings at $46.40 per dozen 
plus tax equals $4,11 landed if there is 
enough for a freight prepaid order they 
mark it $5.65 against $5.90 at 40 per cent 
markup, itn the drygoods merchandising 
you cannot stay in business at less than 
5O per cent markup and then only by really 
streamlining your overhead, 
The above remarks state my answer to your 
second question, 


Bryant & Hill -- Men's Wear 
Penticton 


I am in favour of price maintenance because 

it will help to change the appliance business 
from a gang of lying, cheating, confidence men 
trying to put something over on the gullible 
public, into a respectable business offering a 
service to the public. If this does not happen, 


small business will cease to exist. 


Gavin Wood - Appliances 
Campbell River 
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If some measure of price maintenance is not 
PuCORa the economy of Canada could be 
seriously arfected in the future. ‘The sovenhe 
ment now knows this and if enough pressure is 
brought on them they will likely restore price 
maintenance, 


H. E, Woodland - Druggist 
Courtney. 


If something is not done real soon, the small 
businessman may as well fold up. 
Robertson's Hardware -- Vancouver 


The passage of a bill by the Canadian government 
to make it unlawful for a manufacturer to set a 
price on his goods, is a contravention of estab- 
lished business practice, and individual free- 
dom. If it is considered necessary to protect 
the public from exhorbitant prices it should be 
just as necessary for the government to appoint 
a commission to set up a fair and equitable 
price structure for the benefit of manufactur- 
ers, retailers and public alike, 


A, Gladwin, Gladwin Electric 
North Vancouver, 


— = — oe me 


Yes, to No, 1, so long as it is not done indis- 
criminately, Maintained price lines do not 


carry excessive profits. 
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— 2670 = Appendix "Cc" 
(cont .a) 
Re No, 2 <= Manufacturer's price tag on 
garments panes certainly for the West, the 
lowest possible price for @ reasonable margin 
of profit, inspires buyers confidence that 
they are paying no more than elsewhere, 


Ramsden'ts -- Ladies! Wear 
Revelstoke 


Might say that I would sincerely like to see 
some legislation put through stopping the 
price cutting below cost, 

M, Richards -- Cranbrook 
Would like to see manufacturers set a fair 
resale price on his products. 


G. M, Argue - Druggist 
Oliver. 


I think we should call a general meeting and 
discuss the opening of discount houses in this 


city. 





ae ee 





voreriwoece ald oom om gatyen ome ods 


sa5W tachbal -~ vaenenet 
eit 


ee ee ee 


esa of sikf yLowsorta bivow I dads ysa Jeig hl 


ord anitqgods Aguonld duq solislalgol onan 
,daoo woled gaididue solug 
joordaer) -- abvadoti .M | 


a 
LM ol — BH 


atet 6 ton wrewdostumem 90a od eatL BLOW 


saveuboug ald co opiuq olsaot 


tatgqurd - sugiA .M od 
eTavilo 


FE a il 


nae gatdoean Lexeses 8s IfLso bivora ow sere T 
etd mt peeved Imvoontd ‘to salmegqo edd eanonth- 
ayato | 


_-_ + 


eT ee ee | ee 





a 


ee | fi Chee ae 





- 2671 - APPENDIX "D" 


QUES TIONNA IRE 

This association mails a regular monthly 
bulletin to its members. 

Sometimes questionnaires are inserted in 
this bulletin, accompanied by a stamped return 
envelope, 

Returns from these questionnaires vary 
according to their interest to a particular 
trade classification or the urgency of the oe 
ject. 

One of the most urgent of recent ques- 
tionnaires was one concerning the application 
of the 5 per cent provincial sales tax, It 
prought approximately 350 replies from 950 
questionnaires eae and was up to that 
. time the record for the association in terms 
of numbers of replies and percentage of replies 
to the total circulated, 

On June 1 the regular bulletin mailing 
contained the appended questionnaire on loss 
leaders, On June 16, the total number of 
questionnaires returned to the association 
office was 516 of the 968 which were mailed 
at the first of the month, a return of 53 per 
cent. 

Of these chectd cues 348 were mailed 
to Greater Vancouver members and 620 to eos 
vincial members. The return from city members 
was exceptionally heavy in terms of what is 


usually expected in this area, 
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(cont) 

The results showed 95 per cent of all 
replies in favour of loss leader legislation 
and 90 per cent opposed to the present es 
trictions upon price maintenance, 

Meplicos Canc from omory retail, catecory 
and comment was included in many of the replies. 
These comments are contained in an appendix to 
this brief. 

The summary of questionnaires is shown 
below. 

All replies are on file in the office of 
the association, 

THE RETAIL MERCHANTS! ASSOCIATION 

OF CANADA, BRITISH COLUM:IA 
304 Pemberton Building Vancouver 1, Est. 
June 1, 1954 
Dear Member: 

In early July the Restrictive Trade Prac-~ 
tices Commission will open its hearings in 
Vancouver on the subject of ous aes Boise, 

Your association has set up &@ committee to 
prepare a brief which it will submit to the ae 
mission, In order that we may have your opinion 
to add to our brief, we ask that you answer the 
following two questions, A stamped, addressed 
envelope is provided to return your answers to 


US. 
Yes No No Reply 


1. Are you in favour of 
legislation restricting 
loss-leader selling? 285 28 3 
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(cont.) 


Yes No No Reply 
2. Are you in favour ef 
the existing legis- 
lation which prevents 
resale price mainten- 50 = 408 38 
ance? 

If you have any further comment or evidence 
to offer, which would be of assistance to us in 
preparing our brief, we would very much appreciate 
hearing from you when you return this question- 


naire’. ' 
Yours sincerely, 


Grant Deachman 
General Manager, 

THE CHAIRMAN: It has occurred to me, Mr. 
Dench. that you may wish to comment upon these 
appendices at this stage of proceedings. 

MR. DEACHMAN: The first, Appendix A, 
deals with the Minimum Loss Act. You will note 
that in the brief we say that to the best of our 
knowledge no case has ever been brought before the 
British Columbia courts in connection with this 
Act. I believe it is an ineffective and inoperative 
statute, 

THE CHAIRMAN; Have you any information 
as to why no prosectuion has been taken or no action 
taken? Do you know the reason? 

MR, DEACHMAN; I think probably it is 
because of the reluctance of a retailer to take 
action against another retailer under the Act. I 
think it is just a case of reluctance to do that, 

THE CHAIRMAN: It does not give the Act 
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much a chance to operate, if that is the only 
reason, does it? 

MR. DEACHMAN: No, it certainly does 
not. Perhaps Mr. Thomson could add something to 
that, 

MR. THOMSON: There is an Act on false 
and misleading advertising on the federal statute 
poo and I think it is in about the same categ- 
ory, is it not? It has been on the statute books 
for many years, 

THE CHAIRMAN: If you or your associa- 
tion knows, could you tell me the reasons behind 
the fact you have stated, that there have been no 
cases taken or started under this Act? For Bt 
me have you had advice from legal counsel that. 
it would be almost impossible to prove a case, or 
has anything of that kind led to this result? Or 
is it that merely you think the retailers do not 
wish to place themselves in a position of attack-~ 
ing other retailers In the courts: 

MR. THOMSON; I think any retailer would 
feel that it would affect his standing with the 
public if he were to take another Petatier a 
competitor of his, to court, It is not a very 
nice position to be put in as a competitor. 

THE CHAIRMAN: But as an association, has 
that body considered doing it, in the interests of 
all the retailers? 

MR. THOMSON: Quite often within an Shen 


ciation you have both types of retailers existing. 
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THE CHAIRMAN: But if the association 
thinks something should be done about it, do you 
not think they might at least examine the proof, 
and take responsibility? 

MR. DEACHMAN: I do not believe that the 
actual movement by an association to take one 
retailer into court in a case of this kind would 
be the function of an association of our kind, 

The association has within it retailers holding 
various views. If on behalf of one group of those 
retailers we took another group into court on an 
action, I think that would be the end of our asso- 
CIACLOUNS | kt fact, I know of an association in the 
United States which has written a protective clause 
into its pane eeiion: in which it is stated that 
they must not act in that capacity. It is a 
matter between one retailer and another retailer, 
but not for the association to take up against 
any particular retailer. 

THE CHAIRVAN: well, I understand that is 
one approach to it, But it seems to me it might 
be looked upon as one of the steps which the aes 
ciation might take to protect all its members. 

MR. DEACHMAN: The duty of the associa- 
tion, sir, would be to review the statute, and to 
make recommendations in connection with legislation 
which could be ereRmeas or which would be more 
effective if it is weak, 

THE CHAIRMAN: How could any legislation 


at this time be enforced if neither the separate 
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retailers nor the association of retailers will 
launch a proceeding? Somebody has to make the 
first move. Whom do you suggest should make it? 

MR, THOMSON: Previously it was the 
manufacturer, but he is out of the picture now, 

He did it by suggesting a list price, and having 
his retailer stick to that price, 

THE CHAIRMAN: I am speaking about legis- 
lation of this kind. Manufacturers never did any- 
thing about this legislation, did they? 

MR. THOMSON: No, but a manufacturer 
could enforce @ price structure at that time. 
There is a very difficult problem the minute you 
take it out of his hands, as to who is going to do 
a0 

THE CHAIRMAN: What I am getting at is 
this, that you are suggesting certain legislation 
and I am wondering as to how any such legislation 
would be enforced, Apparently this legislation 
has not been enforced through the courts and, 
according to your eaeonene, neither the individ- 
ual retailer nor the association feels inclined to 
launch any such proceedings, If that is the situ- 
ation, who is going to make a start in the pro- 
ceedings under any legislation? 

MR. GERIN-LAJOIR: The Attorney General. 

THE CHAIRMAN: I was asking Mr. Thomson, 
Is the Attorney General, off his own bee so to 
speak, to be starting litigation right and left? 
Somebody has to start the ball hrime: surely, 
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by making a complaint. And that person would no 
doubt be ealled upon to give evidence, I am 
wondering what views you have on that subject. 

MR, FAVREAU: Enlarging upon that ques- 
tion, I see that under sections 8 and 9 of the 
Act the Lieutenant-Governor in Council is empower- 
ed to appoint an inspector for the purpose of the 
carrying out of the Act; and it is indicated that 
he may also from time to time make regulations. 
Are you aware as to whether or not there has 
been any inspector appointed, and as to whether 
any regulations have been passed under the Act? 

MR, DEACHMAN;: I know of no such 
inspector, no, 

THE CHAIRMAN: Of course the inspector 
under section 8 of the Act is only to give consent 
to the selling of perishable goods, and things of 
that kind, 

MR. FAVREAU: But on that ae as to 
whether the government has tried to enforce the 
Act, itself site 

MR. DEACHMAN: I know of no such ee 
tor, This question comes up in connection with 
retail meat cna and so on, I am certain these 
are used by retailers as a guide in their business, 
but I do not think they are rigidly adhered to; 
and there is no enforcement of them, 

THE CHAIRMAN: Coming to the meat picture, 
do you think where meat is purchased by the carcass 


that an Act of this kind, which prohibits sales at 
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less than 5 per cent markup, can be applied to 
individual cuts? You buy a earcass, one carcass, 
at a certain price per pound for the whole car- 
cass. Different cuts are sold at greatly varying 
prices. How do you apply an Act of this kind -- 
or could you apply it ” to meat bought in that 
fashion by the retailer? 

MR. DEACHMAN;: I think it would be 
extremely difficult. It would be extremely diff- 
icult to apply, let us say, a 5 per cent arrange- 
ment on markup, or something of that nature -- or 
even zero - to such a thing. 

THE CHAIRMAN: Some cuts of a beef car- 
cass are regularly sold at less than the price 
per pound for the whole carcass, That is, the 
retailer pays a price per pound for the whole 
carcass, and certain cuts are regularly sold by 
him at retail at a lower price than the price he 
has paid for the whole ee per pound, He 
makes up that difference of course by the sale 
of the highly priced cuts, That may be one of the 
reasons why, in the butcher business, nobody has 
attempted to enforce this Act, 

MR. DEACHMAN: He is driven to do that 
by the eee aks he note Si? 

THE CHAIRMAN: That is the traditional 
fact, that there are greatly differing prices 
for different cuts of meat. And because meat is 
very eee though not always, bought by the 


retailer, by the carcass, and because cuts are 
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then sold at all sorts of Ue? from something 
more than a dollar a pound, down to a few cents 
a pound for the very cheapest sae it may be a 
practical impossibility to prove that any partic- 
ular cut of meat ha s been sold at less than 5 
per cent above what the retailer paid for it. 
You might on the other hand say that you could 
prove that every cheap cut is sold at less than 
5 per cent above what is paid on the carcass of 
beef. In that case every butcher in town would 
be prosecution every day of the week, 

MR, DEACHMAN: That is right. 

THE CHAIRMAN: So that it looks like a 
difficult thing to apply sinsibly to the butcher, 
at least. There may be some similar difficulties 
in the way of other branches of the trade in the 
application of this Act, I am trying to find out 
what is your view were the reasons for not apply- 
ing this Act, which was obviously intended to 
prevent loss leaders in food products, 

MR. DEACHMAN: I think in most cases of 
this’ -kind‘the wetallervis; first or all, nae. 
tant to become involved in any kind of public 
action which would expose him to publicity in 
taking action against another retailer for 
something he considers bad practice or abuse 
of trade ethics, 

I think the next thing that stops him 
is the difficulty of finding proof, Retailing 


is a very complicated thing. He would have 
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difficulty in pinning it down in such a manner 
as to have it effective and easily understood by 
the court and the public. Frequently that is the 
difficulty. 

Another thing that stops him is that 
you have never seen anybody who attends to 
business during business hours to a greater ex- 
tent than the retailer. if you wa 1k into his 
store and want to talk to him, and there is 
another customer in that store, he has no time 
for you at all, From the time his doors open 
until they close late at nage he has to sell. 

His position is altogether different 
from that of a person in a company who can wander 
off for coffee or take time off to attend to 
other things. In brief, he sis, 1p theyc lass, of 
dentists and doctors, whose feet are pinned to the 
£LOOT. 

ia first of all, he has not the time, 
And during his lifetime he has accustomed himself 
to attending to his own business and to letting 
other things go that he would like to i but 
just cannot do, That is another reason he does not 
Oo. Lo. 

THE CHAIRMAN: I would think it may be a 
and this is just an offhand expression atte t even 
though cost in the British Columbia Act is defined 
in a quite lengthy fashion, the proof of what 
actually was the cost to a ee with respect 


to a particular article, might be almost impossible 
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to prove in court. 

MR. DEACHMAN: That is right, 

THE CHAIRMAN: And that would seem to be 
a pretty important phase of it? 

MR. DEACHMAN: Yes, | 

THE CHAIRMAN: Well, perhaps we have 
spent enough time on this Act, which does not 
seem to have been followed to any very great ex- 
tent, 

MR, DEACHMAN: They have a statute in 
Alberta which they keep referring os and a copy 
of which I have before me. Has the Commission 
visited Alberta? 

THE CHAIRMAN: Yes, we have heard of that 
Act. 

MR. DEACHMAN: What was said in regard to 
the Act there? What is their feeling about their 
Act? 

THE CHAIRMAN: I do not think we were 
told that no cases had ever been taken, but we were 
not given any evidence of any cases that had been 
taken, I suspect that none of these statutes has 
been used to any noticeable extent. We did not 
get a copy of the Act in Alberta. It was not 
supplied to us, as you have done here, 

MR. DEACHMAN: I have a copy which I would 
be glad to give the Commission, 

THE CHAIRMAN: It is in your file. We 
can get a copy from Alberta, without any diffic- 


uLsy. 


BS 
7 nah Be 





















tom cha one jee sar ons Kgoieawis 
> “ne ‘ste eee sceiaplecediel —— 
st obiinnde: e > eine godt MANAG Pe | 

TCO a big od garters’ qonet. yodd dokdw sdredt A 

freteltmns eda. ait wet soled ovine . we to 


imes Pee cn tenes MED, 


od) Bt Agee ait bisn” baw tedw “ywnationai AM 

thodd, saogs Aabsgek gbomd ak. vadw toredy seit ond 

oma ay. dents Poi ob Ek TASTE Cie 
gzew ew dud ents raed 48¥o nat apes an aed Biod 
Asad bad dee eonso wos To sbnabive “yee; aovts doo 
ane’ sodud ade seed’ to Seton varie: Aoaawue, t,. _,ftowed ; 
dost BB OW ° anatase shdaeotian. wee, ot body. eed 
A aes ‘ae .atiodtA at tou ant eo aos a neti 
ee aval doy, ae 
BInow 1 doth fal 5 oust a a 









yea _ at at ae SHANE LAHO “ 
, i ir 


ott we footie teen vie eens 


Ls 






- 2682 


MR, DEACHMAN: Then, turning again to 
the pide, there follows a considerable number 
of letters in the appendices, which came along 
with the questionnaire which forms the last 
appendix in our presentation, 

Appendix C was most interesting, from 
our stand podies because the association had never 
had a response to any questionnaire similar to the 
one which we received to this one, We ended up 
with something in the neighbourhood of 55 or 60 
per cent. There were 968 ma dade and our final 
return showed something in the neighbourhood of 
55 or 60 per cent replying. Normally, in any kind 
of return somewhat similar to een we would ae 
pect to get back a much smaller proportion than 
that, The heaviest we have ever received was 
about one-third. Most of them run about 25 per 
cent. 

thencreete the reply we had to this one 
indicates the immense interest there aon not only 
in Vancouver but throughout the whole province of 
British Columbia, in regard to this question which 
is before your Ssmuse kee ofan ges 

It might be interesting to glance at the 
different classifications of those who replied 
making comment, anc the places from which they 
come. We find first the Cunningham Drug Stores 
Limited of wanspapew followed by an appliances 
store in Prince Rupert, a general store at Lytton, 


a hardware store at Nanaimo, a general store at 
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Kamloops, a hardware company at Kitsilano, a food 
market in Dene st ere a ladies' wear shop in Van- 
couver, a home appliances company in Vancouver, 
an electrical store at Kitsilano, a hardware 

store in West Vancouver, a grocery store in Van- 
couver, a variety and electrical store at Alberni, 
a general store at Golden, and so on, 

THE CHAIRMAN: I take it that at this 
time you do not wish to make further comment 
upon all these letters? 

MR. DEACHMAN: oe I have no comment on 
them, except that we have used the letters as a 
guide in the construction of the brief to the ex- 
tent that some form of legislation in regard to 
loss leaders was certainly demanded by the dozens 
and dozens of people who wrote to ea and by the 
extent of the reply to the questionnaire which 
we received, 

Two factors stood out in the letters 
which were sent to us. First of all, it was clear 
that they were very much aware of the pinch of 
loss leading, They were Samet to a man, inter- 
ested in some form of legislation which would 
prevent loss eerie and in some let-up or amend- 
ment to the present resale price maintenance 
legislation, 

THE CHAIRMAN; I wonder if you were able 
to ascertain through these letters whether, when 
they use the term"loss leader" they define it in 


much the same fashion as you have used in this 
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brief. In the hearings we have held in other 
places we have had various definitions of loss 
leading. Sometimes they have been quite differ- 
ent in their nature from the one which seems to 
arise out of your discussion of the definition. 
That 1st some of the instances you have given 
here as not being loss leadering, and not “eke 
suary would have been included within the 
definition of loss leadering as we have had it 
defined in other places. 

I am wondering if your retailers, in 
referring to the term “loss leader” are referring 
to a loss leader as you have defined it here, or 
refer to it in some other sense which would 
include a number of things which do not come with- 
in your definition, Have you any way of knowing 
in what sense they use the term? 

MR. DEACHMAN: Some definitely did ree 
clude almost anything which would be sold below 
their own selling price me would include those 
things as a loss leader as 

THE CHAIRMAN: That is what I was getting 
at. 

MR, DEACHMAN: That is the extreme of the 
definition, On the other faa we gathered together 
a number of people representing various trade ee 
ories and had a considerable discussion on what a 
loss leader actually is. And the salient features 
of that discussion were, first of all, that a loss 


leader is different in every retailer's eyes, and 
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that therefore it was very difficult to pin down 
exactly what it means, What might be a loss 
leader to one man certainly would not be a loss 
leader to another man, That was definitely 
brought out in the discussion, 

It was also definitely brought out that, 
in looking for a definition of loss leader, we 
should not attempt to define it in a manner which 
would shield the weaker operator, That was clear- 
ly brought out in the discussion, Also it was 
eae the discussion that a loss leader was 
only one of several things which are happening, 
and which are linked together, and all of which 
could be lumped under the same heading as perhaps 
unethical retail selling pie kataak if you wish 
to describe it that way. 

THE CHAIRMAN: Or unfair competition, 

MR, DEACHMAN; com or unfair competition. 
I wonder if Mr. Thomson would wish to add anything 
to that, 

MR. THOMSON: Well, Mr. Chairman, being 
in the retail business I would consider that loss 
leaders do vary, as Mr. Deachman has said, In 
our case it would be something we would sell 
below our operating cost. Because obviously 
that would have to be borne by some other part 
of the business. But that does not necessarily 
mean that one of our competitors could not tei 
chandise it at a lower ce if he was oper- 


ating a different type of business, I think 
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it should be made clear that it should apply to 
that individual's opetatione and not to some- 
body else's, 

THE CHAIRMAN; You would apply the ques- 
tion of whether a particular article is sold as 
a loss leader to the cost of each individual 
retailer, "would you?" for exinpte, one retailer 
has an average cost of doing business of, let us 
say, 30 per cent. You would say that anything 
sold below that by him might be regarded as a 
loss leader, He would have to make it up some- 
where else? 

MR. THOMSON: Yes, 

THE CHAIRMAN: He would have to make it 
up somewhere else, And if somebody else operated 
at less than 25 per Bent, what he sold would not 
be loss leadering? 

MR. THOMSON: As far as he is sets trea 
Obviously it would not be. And the difficulty in 
the whole situation is foe as the government 
itself points out, to put an umbrella over the 
weak operator, I do not feel that the government 
has any intention of prog ent let us Sua! ie 
sidized prices for those of us who are not 
intelligent enough to operate at a low cost, 

THE CHAIRMAN: We have not heard that 
suggested. 

MR. THOMSON: No ig by a form of subsidy, 
or anything else, I think the thing to do is to 


try to arrive at an efficient operator's cost of 
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doing business, And if the government would 
allow a Fair Trade Act of some kind, whereby 
manufacturers would be allowed only to create a 
profit in there which would allow efficient 
operators to eee not inefficient operators, 
it would be all right. 

If I am 5 per cent out of line in my 
operations, then it is up to me to get down on 
my Aone or get out of business, provided it is 
fair competition, 

As Mr. Deachman points out, an awful lot 
of it today is false and misleading, so far as 
advertising is concerned, and the public are 
tremendously confused, They are advertising com- 
parative prices which, in many instances = Weld: 
the comparative price is many years atts or mais 
haps a year or a year and a half old, such as 
existed when the government had the Excise Tax on, 
They are still showing those old prices, If the 
people themselves do not realize that that is not 
the regular price at somebod else's store Be 

THE CHAIRMAN: That is deceptive adver- 
tising? 

| MR, THOMSON: Yes, that is deceptive 
advertising, and there is a law against it tut 
nobody takes any action about it. The difficulty 
is, in anyviaw as iisee it, so ifan asefederal tor 
provincial government levels are eee | any 
law becomes inoperative when nobody will take 


action under it, It has pretty well got to be the 
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trade itself which must police it, And the 
legislation which the government must have would 
be legislation to control that trade practice, 
rather than trying to control the individual 
operator, 

The Alberta law and the British Columbia 
provincial law prove that ae that they are 
inoperative, And deceptive advertising -- the 
same thing applies a you could charge somebody 
every day with respect to it, in connection with 
an advertisement appearing in some paper in this 
town, Nothing has ever happened to my knowledge, 
for many years, And yet that law has been on the 
statute books since I was a boy. It has been 
used very very seldom. 

MR. FAVREAU: Would not that principle 
lead you to an application of uniform markup on 
each and every single item which is merchandised 
by one definite operator? 

MR, THOMSON; It would come reasonably 
close to it, possibly so, because your average 
cost of doing business by an efficient operator 
should be approximately the Lote should it not? 
Your figures from the Dominion Bureau of he 
tics prove that, and also figures from the United 
Beaten and department store statistics, 

THE CHAIRMAN: But not on every article, 

MR. THOMSON: No, not necessarily on every 
anticile; 


THE CHAIRMAN: Some things are turned over 
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very rapidly. 

MR. THOMSON: Yes, 

THE CHAIRMAN: You sell them every day 
in the week? 

MR. THOMSON: Yes, that is right. 

THE CHAIRMAN: Others you may sell on an 
average of once a week? 

MR, THOMSON: Well, I happen to be in the 
anise business, What we call hard goods do 
not turn over very fast. For reedoee if your 
wife buys an iron she is not going to buy another 
for ten years, perhaps. It is not like you or me, 
when we buy bread or meat or cigarettes, which are 
turned over daily. Once you spend the time 
selling her on that article, it is many many 
years before she is in the market again, So 
that the cost of doing business is naturally 
higher than it is on cigarettes, where you and 
I may smoke a pack every day. 

THE CHAIRMAN: What I am getting at in 
that connection is that one of the things which 
has to do with the actual cost of handling par- 
ticular articles is the speed of turnover, 

MR. THOMSON: Yes, 

THE CHAIRMAN: There are other Shanes: 
too, but that is one thing which might very well 
mean Pak, with regard to a particular ipea the 
cost of doing business of a particular retailer 
might be less than it is with regard to some 


other article, 
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MR. THOMSON: That is right. 

THE CHAIRMAN: And perhaps it would be 
higher on others? 

MR, THOMSON: Yes, 

THE CHAIRMAN: And it is hard to fix a 
uniform markup for eee when that is a 
sort of natural incident in most lines of retail- 
ing? 

MR. THOMSON: I was not quite meaning a 
markup for everything, I was thinking more along 
the plane that if each manufacturer es We LL ne 
knows, or he should know or he should be able to 
substantiate with the government what the cost 
is to sell a refrigerator, for the sake of beater 
ment, and give the customer what he is entitled 
tO. In other words the same should be appli- 
cable to an iron or a bowl of Pek or whatever 
may be involved eeerat the manufacturer must 
Knee, or he would not be as large an operator, 
what the cost of doing business in that field 
is for an efficient operator, 

THE CHAIRMAN: It might be Altra of 
course, that the efficient operator himself is 
a@ better judge of that than the manufacturer 
would be, because he is actually doing it. 

MR. THOMSON: That is right. I do not 
argue that point, either. But there is nobody 
at the present time who is, let us say, a judge. 
The minute we set a price on anything Legh as 


a matter of fact, somebody sets a price on 
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everything, The way this thing sets up now, it 

is the man with the large advertising budget who 
sets the price, Because, so far as our company 

Le concerned, we-reprice «da ily) Sirf ioc dare, on 
anybody's ad in the newsnaver, 

THE CHAIRMAN: You advertise on the 
anoiilty§ but nobody" principle? 

MR. THOMSON: Well, we do not advertise 
that way, but we act upon it. And when that 
peice iis puoiey! our tags are changed immediately 
on that particular price. But the point is that 
no manufacturer can govern what any of his dealers 
say about a2 product, because they are so scared of 
the federal government, or the action the federal 
government might take, It is either enae or they 
are kidding us; let us put it that way. 

In other words, they use that as an 
excuse, And you have nobody who can control the 
type of advertising, or anything, The manufacturer 
is scared to death to make a move in that direc- 
tion -- or at least, he claims he is scared, 
Frankly, I think a lot of it is that he is just 
hiding behind that excuse, Nevertheless, you have 
certainly given him a wonderful "out", 

Some of the manufacturers are suffering 
padly by this drop in volume, They are down to 
probably half a dozen outlets ina city like 
Vancouver, where they should have many times that 
number, It boils down to the question of who 


should set that price -- whether it should be the 
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man who has the largest advertising budget, or 
the man who made it si because somebody must set 
it. 

THE CHAIRMAN: It seems to me there are 
some arguments against as well as for the tas 
facturer doing it, One is that the manufacturer 
-- and certainly this is true in many lines of 
merchandise it would like to have the market pretty 
well saturated. In other words, he would like to 
have many outlets, just as many as he can find, 
Because of course that means a greater total sale 
of his product, That might result in requiring a 
somewhat higher markup because nobody sells as 
much as he might ae if there were not so many 
people competing with him, 

MR, THOMSON: Yes, 

THE CHAIRMAN: And that might be regarded 
as not being advantageous to the public. 

MR, THOMSON: I understand ack yes. 

THE CBALRMAN 2 So that vou get the argu- 
ment on both sides of that picture, 

MR. THOMSON: I see onee sires £ think 
that is why the manufacturer should substantiate 
that price structure of his with a government 
commission, In other words, that is where the 
government should come in auason in trying to 
make a law to make all of us operate under; 
because that is not feasible. But the other _— 
if he substantiates that to a group of intelli- 


gent men, then that should be within a reasonable 
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operation, 

There must be some reasonable figure to 
the cost of doing business, We get D.B.S. figures 
and everything else, and we know where our costs 
are, We know they are lower than some and we 
know that they are higher than others, and so on, 
We are constantly fighting those costs. But 
there is some feature or some point at which cost 
1SeLoir sand where All of us mecosnize that cur 
competitor, or the people we are doing business 
with, have to make a profit. And the way it 
sits right ane it makes it very difficult, 

THE CHAIRMAN: There might be one argu- 
ment about that -- and I would like to have your 
views on it. Supposing you could arrive ata 
fair figure, with which you could satisfy a gov- 
ernment board, what would happen where some 
retailer or some retail organization developed 
some new method or new procedure of handling 
goods, or some other way of increasing his 
efficiency in cutting his costs? How is that 
going to be made? 

MR. THOMSON; I do not think any price 
should be a price which is not flexible enough. 
By that I aay as the trend goes along your 
chain store, in so far as food is concerned, has 
developed out of the inefficiency of the corner 
grocer, They found out how to operate ona lower 
cost eee and so on, 


The same is applicable on anything. As 
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your changing condition comes ne and your 
manufacturer sees that een as one competitor, 
can sell ten times as Bien" then that will be- 
come the setup for it, And if you cannot operate 
on that basis you will have to get out of 
business. 

THE CHAIRMAN: Just looking at what has 
happened in the food business in the last thirty 
years, where I think everybody would agree that 
the retailer's average cost of doing business 
has come down perhaps to maybe half what it was 
-- perhaps less than half what it was eee erate 
years ago, a somewhat similar tendency may be 
developing in certain other businesses, or cer- 
tain other lines of industry. 

MR. THOMSON: vee that is right. 

THE CHAIRMAN: If you have a set markup 
based on what somebody regards as being fair rs 
perhaps a government board -- on evidence submit- 
ted by a manufacturer, I am wondering how that 
new method of handling ae which might reduce 
the overhead of operation considerably, will be 
made effective in the face of a eerie. 
established markup, How is he going to use that, 
so that some of his saving would be passed on to 
the public -- which is in the public interest? 

MR, THOMSON; I think your manufacturers 
will take care of that. Because what the manu- 
facturer is interested in is the volume of dollars 


he can make out of it. And if somebody can 
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distribute his merchandise and give him larger 
volume, then that is all he is interested in, I 
think the competitive position between fered yaa 
turers would take care of that. 

THE CHAIRMAN: Would you not have a sim- 
ilar position to that which you have as betwees 
the eee dealer now and the regular senter: 
in that the manufacturer would be faced with an 
army of antagonistic dealers who would wish no 
reduction in the markup because they are not in 
a position to operate under a reduced markup. 

MR. THOMSON; You could be right on 
that. But the problem still gets back to this, 
that if there were not legitimate dealers absorb- 
ing these selling costs, the other men would not 
be able to operate, And so when they say they 
are operating, for the sake of argument, at 12 or 
1S percent, in the appitance eater it is 
because somebody else is supplying the cost to 
them, that they are able to do it, It is not 
that they are able to; because if there were 
nobody else, they could not operate on that 
basis, 

In other words, they are cashing in on 
somebody else's cost. It is all very well to say 
that that is fair i Seen maybe it is. But Reginl 
Enedesa, without the other man's providing those 
costs and providing the public with knowledge of 
this thing, and selling the public on it, and 


creating that confidence, the other man could not 
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operate, He is only able to operate because 
somebody else has set the thing up for him. But 
he has not really reduced cost, he has borrowed 
somebody else's cost, or been subsidized by some- 
body else. He is a lot smarter than we are, 
possibly. JI am not arguing that point. But 
nevertheless that is what it boils down to, do 
you not think? 

THE CHAIRMAN: I think there is some 
element of that. In regard to some things he may 
be using the manufacturer --- 

MR. THOMSON: Yes, that, too. 

THE CHAIRMAN: Rather than the other 
pelenler. 

MR» THOMSON te -Yesn 

THE CHAIRMAN: The manufacturer's adver- 
tising and long-term reputation may be the more 
important factors in some instances in the 
petaiilen's. ease of selling a 

Me PTHOMS ON 2: ards Sins Yeas 

THE CHAIRMAN: --- than is the displaying 
and servicing given by other retailers, Part of 
the picture is shown by what other retailers may do 
and part by the manufacturer. And from time to 
time, and article to article, it will vary a good 
deal as to which of these is the more important. 

MR, THOMSON: Well, we notice quite a lot 
that on a new product, these boys, these so-called 
cut-pricers, do not get into this picture at. od Ls, 


they are not interested in it at all, until the 
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market has been developed. Take an article like 
a dishwasher, where it takes a Reet develop a 
market, and to get women conscious of what the 
dishwasher can do, that it will really do a job, 
and that it is not just somebody's dream, Well, 
these chaps will not be in on that business at 
all until such time as you have developed an 
acceptance for it, 

You have really got to get out and work, 
and sell that thing, from the very beginning. We 
did that as and perhaps I should not say that we 
did it -- but we were in it early, in the auto- 
matic washer field, seven or eight years ago. 

Now the price-cut boys come in, once you have 
developed the market and created a demand for the 
product. But until there is a demand, they are 
not interested. 

The people do not know a thing about it. 
And these cut-rate boys will not spend money 
educating them with respect to that product, or 
anything else. So they are not interested in it. 
They wait until we do it, and my contention is 
that we are paying part of their cost that they 
supposedly save the public. 

THE CHAIRMAN: I am sorry, but it seems 
that I have interrupted several times. Do you 
wish to make any more comment, Mr. Deachman, 
before we have the real period of questioning? 

MR. THOMSON: I have nothing further to 


say. 
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THE CHAIRMAN: Very well, Mr. Gerin- 
Lajoie. You may proceed. | 

MR, GERIN-IAJOIE: Shall we proceed right 
now? IL have quite a number of questions. 

THE CHAIRMAN: We might take a brief re- 
cess now and have the questioning following that 
recess. 
~-- Recess. 

--- Upon resuming. 

MR. GERIN-IAJOIE: I have a few questions 
to ask, Mr. Deachman. You propose at the end of 
your brief some federal legislation to cover dif- 
ferent phases of loss leadering, and other prob- 
lems mentioned in the brief. You refer to the 
British Columbia Act, at the outset, and I should 
like to have a few more words from you on this 
Subject. JI am wondering if your association has 
considered the possibility of having this Act 
really Operate, or if it has not been considered 
at all by your association, | 

MR, DEACHMAN: The association is moved 
by what its members ask it to a and we try to 
act in a democratic way with a very large member- 
Shp. .Ly te. not too hard to tell when there is a 
demand upon you to make something operative or 
not to make something operative. 

Consequently, when no particular pressure 
is brought to bear to exercise an Act like that, 
or to implement its functions, well, it just is 


not done, 
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MR. GERIN-IAJOIE: My point is this, 
that you bring up some problems in your brief, 
and you are looking for remedies. You propose 
some, Jl am wondering if you have considered some 
other possible remedies on that. I am not 
expressing any opinion as to the practical value 
of the British Columbia Act -- the Commodity 
Minimum Loss Act -- but I am wondering if the 
possibility of having it operate has been explored 
On nob, 

MR. DEACHMAN: Not to my knowledge, no. 

MR. WHITELEY: Perhaps we might go back 
a little to see whether the R.M.A. was active in 
urging the passage of the legislation, initially. 

THE DEACHMAN: The R.M.A. was active in 
the passing of that, a number of years ago, and 
before my time. JI am not too familiar with what 
took place there, or what was current at that 
time which brought about the passage of the Act. 
Undoubtedly there were a number of practices at 
the time which resulted in an attempt to bring 
about a piece of legislation which would prevent 
such practices at that time. But I think that is 
all history now. 

MR. WHITELEY: JI notice that certain 
amendments were made. Do you know whether the 
association was active again in pressing for 
those amendments? 

MR. DEACHMAN: No, sir, Ido not. It 


may be that someone else in this room would be 
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more familiar with it than I am. 

MR, THOMSON: Perhaps someone from the 
food industry. 

MR. DEACHMAN;: Have we a representative 
of the food industry here this morning who could 
help us on this question? 

MR. GERIN-IAJOIE: Do you say that the 
remedies proposed at the end of your brief were 
all suggested by members in answer to the ques- 
tionnaire which was sent out, or were these 
recommendations designed in committee? 

MR. DEACHVMAN: The recommendations were 
largely designed in committee, And then the 
questionnaire was for the purpose of testing the 
opinion of the body of the membership of the 
association, to determine what support we would 
obtain for such recommendations, 

In effect there were two main es conned 
ations -- that something be done about loss 
leaders, and that something be done about resale 
price maintenance legislation, roughly. 

On those two questions we did test opinion 
of the members by the aoe onemeee and got a 
very large response, which you see from the result 
of the questionnaire and the letters appended to 
the brief. ; . 

Naturally the question as to the present- 
ation of the brief and what was contained in it did 
have to be worked out in committee, That was some- 


thing which could hardly be formulated out of the 
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aeinaat ee. and the letters received from the 
whole body of the association, . 

MR. GERIN-IAJOIE: But what I mean is 
this, were the opinions to the effect that some- 
thing should be done about loss leadering or loss 
leaders or, more precisely, that certain changes 
in the legislation should be made along the lines 
mentioned in your brief a) were these suggestions 
made by the members? The Commission is asked to 
explore every possible solution to any problem 
which is brought before it, and you have proposed 
some. I am just trying to find out if these are 
the only solutions you have considered. Apparently 
they are. 

; Were these suggested by your membership at 
large, or just by the committee? And when I say 
"just by the committee", I am not implying that 
that is not a proper procedure ; it may be quite 
sufficient. But I am wondering why you considered 
only these possibilities, : 

MR, DEACHMAN: Well, we make several rec- 
ommendations. One is in connection with the 
tightening of regulations in connection with 
abusive advertising practices, Then, there is 
the recommendation that some sort of formula 
should be set os particularly in connection with 
food retailing. There is the study, formulation 
or extension of the same formula to the wholesaler, 
consumer and discount selling, and the relaxation 


of the very tight regulations upon resale price 
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maintenance, all of which are fairly extensive 
recommendations. 

Those recommendations, while we did have 
a committee which worked upon them and assisted 
in the preparation or the brief -- the association 
has people on the road who are in contact with 
the retailers dative and the subject has been one 
for discussion for weeks, perhaps months, in fact 
every since the time of the MacQuarrie committee. 

So that we cannot say that we are in 
thorough contact with the whole body of the asso- 
ciation on the question; I do not think there is 
any question about that. But, so far as the 
democratic setup of the prief, in terms of our 
own membership is concerned, I would say that it 
is most democratic, and that it is not the work 
of a committee working by itself, at all. 

MR. GERIN-LAJOIE: I was not questioning 
that. It is just what had been considered and by 
whom, 

THE CHAIRMAN: I think what Mr. Gerin- 
Lajole is asking amounts to this, that in your 
questionnaire the question is simply eed avy 
very general terms: are you in favour of legis- 
lation restricting loss leader selling? This 
question does not specify any particular method 
of dealing with it. Then your proposal is a 
specific one of attempting to deal with it. 

What Mr, Gerin-Lajoie was trying to get 


at, I think, is whether your members had 
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discussed and considered a particular method, 
along with other methods and decided in favour of 
that one, or anes following the reply to the 
general question with respect to loss leadering, 
the committee had worked out this proposal for 
dealing with it. I think that is what he was try- 
ing to get at. . 

MR. DEACHMAN: Well, the questionnaire 
was couched in that form in order to get a res- 
ponse to a very simple question in the brief, 

Our feeling was that you can always go about 
getting almost any kind of response you want to 
get by putting an argument before your members. 
If the argument is well put, all right, all 
right -- you get a large response. 

; Our feeling was that if we put a 
straight question, if we did not attempt to colour 
it, or if we did not attempt to add in the same 
envelope in which we sent out the questionnaire 
a whole lot of arguments in order to induce a big 
response, we would get a pretty fair test of the 
enthusiasm or the lack of enthusiasm of our mem- 
bers, : ; ro 

That is what we were seeking. And it is 
for that reason that we leaned over backwards in 
our attempt not to colour the questionnaire in 
presenting it to our members, It is for that 
reason that we put considerable stress upon the 
questionnaire as having been a pretty fair thing 


in assessing the temperature, let us say, of our 
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members -- which is what it was intended to do -- 
rather than n€cessarily to bring out any point in 
regard to it. 

ane questions, the recommendations and so 
on, had all been brought out long since in lengthy 
discussions in several cities, with particuler 
retailers there, and in general committee work. 

MR. GERIN-LAJOIE: Looking at page 4 of 
your brief, I should like to know whether you 
refer in the first parégraph only to articles being 
sold at less than the cost price, or the ordinery 
prevailing reteiling price, or also to premiums. 
You say that merchants choose as loss leaders 
items which they do not normally stock, 

MR. DEACHMAN: We refer there also to 
premiums, Mr. Gerin-Lajoie. 1 believe I have in 
my papers here a reference that would clear that 
up very quickly. On looking through these pepers 
I find that I do not have this particular one with 
me. In any event, one particularly glaring example 
would be where a jeweler uses silk stockings as a 
premium in connection with the sale of jewelry. 

It is certainly not the intention of the jeweler 

to get into the ladies' wear business, and to 

sell silk stockings. I do not think it was the 
intention of the manufecturer of silk stockings 
that the stockings should be used for the promotion 
of jewelry items, The manufacturer of silk 
stockings surely was interested in the selling 


of silk stockings to build up a custom and trade 
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in those stockings. And he expected that the 
stockings would be sold by people who sold them 
regulerly through normal channels. By that we do 
not necessarily say that it must be women's wear 
outlets, but wherever they want to sell stockings 
and trade in them regularly. _ 

THE CHAIRMAN: Such as drugstores? 

MR. DEACHMAN: Yes, like drugstores. I 
do not think anyone can take exception to the 
fact of having an item which is turned over 
ari and which people want quickly -- whenever 
they get a run in them an end putting them in drug- 
stores or Supermarkets or tobacco storegarns or 
wherever it may be. The point is that the ménu- 
facturer wents to build up a regular custom, a __ 
regular outlet, regardless of what the outlet may 
be. : 

; _ MR. GERIN-LAJOIE: Have you any evidence 
that that practice is prevailing now, or that it 
is just a very occasional vractice? 

MR. DEACHMAN: _I think you could find 
it in newspapers in Canadian cities at any time 
in any day, in one form or éenother. 

THE CHAIRMAN: In any branch of business, 

MR. DEACHMAN: Yes, in any branch of 
business, seizing upon a line which is not norm- 
ally stocked and virtually giving it away or sell- 
ing it at cost or near cost as a combination, 
along with some other article. 


Of course there are limitations to that. 
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We have to be cautious. There are limitations 
as to how far you can go. If a grocer, for 
instance, is selling an angel food cake mix, he 
cannot sell that angel food cake mix to a women 
who does not have a cake tin, And a cake tin is 
@ hardware man's item, At the same time the 
grocer cannot afford to wait for the hardware 
man to get himself stocked up with tins. As a 
consequence I think in moving the cake mix it 
is that retailer's legitimate right to sell an 
associated item which will move his product, 

MR. GERIN-LAJOIE;: But is there really 
a very definite distinction between a certain 
type of store and another type of store in these 
days? You are talking about the food business. 
Is it not considered that a number of food | 
stores now sell quite a number of, let us say, 
ha rdware articles or hardware items which up 
to this time have been sold in hardware 
stores? ’ 

MR. DEACHMAN: Yes. The ancient 
conception of trade classifications and of strict- 
ly defined trade classification, is breaking 
down. Merchandise tends to be sold in the way in 
which it is sold most readily, that is to say 
some goods turn out readily and are easily pre- 
packaged. They tend to be sold together, because 
they lend themselves to a certain type of retail- 
ing. It is perhaps an advance in sales pract- 


tices. 
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; I do not believe any association should 
stend in the way of such developments, It may 
be hard on one retailer to see an item which he 
has stocked for many years, and in which he has 
believed he had some proprietary right, move up 
and wecome established in another form, However, 
I believe thet is part. of the pain of retailing -- 
is that not so, Mr, Thomson? 

MR. THOMSON: That is so, yes. 

MR. GERIN-LAJOIE: I em wondering wheat 
you mean et pages 3 and 4 of the brief when you 
refer to loss leader articles which are sold by 
merchants in that way -- let us say by food 
stores which sell hardware articles. 7%: 

MR. DEACHMAN: He intends to take those 
hardware items and sell them regularly. He is 
dealing in something which he intends to stock 
and to turn over quickly and to keep on his 
shelves. 

MR. GERIN-LAJOIE: So you would not have 
any objection to that? You do not object to that 
practice? 
ahaha MR. DEACHMAN: He is selling those things 
at a profit, He expects to make Pore Crenissliv— 
ing out of selling those items today and tomorrow. 
He is a quite different bird from someone who 
seizes upon a stocking to sell cutlery, and who 
expects to sell that stocking at cost or near 
cost as an inducement to have customers buy his 


cutlery. 
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MR. GERIN-LAJOIE: I have been asking 
these questions because in some other cities the 
Commission has been told that some people con- 
sider it as loss leadering -- perhaps the selling 
of cigarettes -- in a food store at one cent or 
two cents or three cents less than they are sold 
in the tobacco stores. So I am wondering if 
that is the kind of practice that is considered 
by your group as being a bad practice, from the 
point of view of the economy of the country, or 
if that is covered by the general developments 
which are taking place in our economy and which 
are considered to be quite normal, 

MR. DEACHMAN: Now, the economy of the 
country certainly does not suffer from methods 
of retailing which enabie retailers to take a 
product which formerly may heve been sold in a 
store which dealt in virtually nothing but that 
line of product, and found a new and improved 
method of seiling it wnicn prings it to the 
consumer cheaper and brings it to the consumer 
at a price in which he may make a profit and a 
living. 

No one could possibly take exception 
to that. And that is a quite different thing 
from taking a product and loss leadering it, a 
product on which he does not make a iiving. He 
merely takes that product in order to attract 
traffic to his store. Then [I seas is what 


he does, then other stores must gradually abandon 
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that line and it will be concentrated in the 
hands of the man who advertises it as a price 
cutting item. 

THE CHAIRMAN: You mean if it is done 
on a big enongh scale? 

MR. DEACHMAN: eet if it is done ona 
big enough scale, eventually the product will 
become concentrated in the hands of the price 
cutter, and of the man who extensively advertises 
that he constantly cuts the price on that partic- 
ular item. : : 

THE CHAIRMAN: And they will become the 
regular dealers in it? 


MR. DEACHMAN: Yes they will become the 


2 
regular dealers in it; and the other outlets will 
have to get Out OF “2c and leave it. If that hap- 
pens, when it does become concentrated in his 
hands, and if he has not taken a profit on it, 
then in concentrating in his hands he must eventu- 
ally then either abandon the line or increase his 
profit, because it is of no further use to him, 
once he has concentrated the outlet in his hands. 

MR. WHITELEY: But that is a different 
thing from the giving of premiums ? 

MR. DEACHMAN: Yes, that is different 
from the giving of premiums, We are now talking 
about straight loss leadering. : 
MR. WHLITELEY : The matter of premiums 


has been in existence, i suppose, since merchan- 


dising has existed. There is nothing new in it, 
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ig there? 

MR. DEACHMAN: No, there is nothing new 
in premiums. 

THE CHAIRMAN: And I assume that retail- 
ing, as such, has developed with premiums being 
used more or less aS a customary feature of 
trade. For example, in the old days, the young- 
ster used to get a lollypop when he brought an 
order from the grocery store. That, in a sense, 
was a premium, in that it attracted a certain 
amount of custom. 

I assume the only significance that can 
be attached to the giving of premiums is that, in 
the opinion of some retailers, they now assume a 
larger part of the trade, 

MR. DEACHMAN: Well, the grocer dealt in 
lollypops, did he not? He could either sell them 
to you, at retail, at which time he would make a 
legitimate profit, or he could give them away, 
gratis. 

THE CHAIRMAN: If he gave them away it 
would be loss leadering, perhaps. 

MR. DEACHMAN: If he made it a business 
to advertise in that way, I suppose it would be loss 
leadering of a kind. 

THE CHAIRMAN: I do not think that anybody 
ever bothered to call it that. 

MR. DEACHMAN: No, nobody worried about it, 
particularly. It was just part of the good will, 


I guess. 
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‘MR. WHITELEY: The point I am making is 
that it must be regarded that the use of pre- 
miums is now assuming a larger part in merchan- 
dising, ‘generally -- because it has always 
existed. It is not a new problem that has been 
introduced at this time. 

MR. DEACHMAN: Except for its size, 

MR. WHITELEY: You now regard it as some- 
thing more significant than it has been in the 
past. 

THE CHAIRMAN: Do you regard it as a 
problem that is somewhat different from what it 
was formerly because of the difference in the way 
in which it is used? It seems to me that, when 
they first came in, premiums were quite small in 
value as compared with the amount of the goods that 
had to be purchased in order to get them. 

For instance, you might have to buy quite 
a large amount of goods, in total, at one time and 
another, and gradually accumulate a number of 
coupons which would enable you to come and get a 
premium free of charge, That is one .situation. 

But what we see soda in some instances, 
is where you buy one package for 25 cents, and you 
add a dollar and you are given such and such an 
article at considerably less than its normal price, 
It is not exactly a premium; but it is advertised 
very much as though it was. 

That is a rather different thing, it seems 


to me. You buy a small article and add a 
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Substantial amount of money and get something 
that is worth supposedly two or three times what 
you are paying for it. That is quite different 
from the earlier type. Is it your view that that 
development in the use of premiums, or quasi- 
premiums, has created a quite different picture 
from the situation which existed in days when 
people did not make much complaint about pre- 
miums ? 

MR, DEACHMAN: I think it has, yes. I 
think it has increased in size and in its use to 
a point where it makes definite inroads into the 
business of other retailers who regularly stock 
those items as part of their regular business. 
And I think that is particularly so where a prod- 
uct is taken which has a brand name and which a 
retailer has developed as part of his regular 
custom and ea and where that brand name is 
taken and offered as a premium in conjunction with 
other merchandise for the purpose of trading on 

that brand name. 

I do not think the manufacturer, or the 
retailer whose outlets were developec by that 
manufacturer, intended that those articles should 
be used -- appliances and so on -- for the sell- 
ing of sheets or pillow-cases, and so on, I 
think they intended to develop a legitimate 
trade of their own, through legitimate outlets. 

MR. WHITELEY: Do you not think, though, 


that in the case of many of these premiums and 
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items of that kind, that the goods are acquired, 
which would not be acquired normally under direct 
retail sales, at all? 

MR. DEACHMAN: Well, I would want to be 
assured of that through some figures I do not 
know. I cannot see why those goods could not be 
sold through legitimate advertising methods and 
promotion, or that theyneed to be coupled with 
other goods in order to make them move. I think 
the retailers of this neuen the independent 
retailers, have done a splendid job of building 
prand names that are sold by the hundreds in this 
ae ee and they have done it by legitimate 
advertising and promotions in conjunction with the 
manufacturers who are anxious to establish those 
retail outlets to move their products. It is the 
result of a standard of living which no one else 
in this world can equal. 

THE CHAIRMAN: Now you have the manufac- 
turers joining in the premium business on a big 
Scale, have you not? 

MR. DEACHMAN: Yes, they are beginning 
to join in it, too, 

MR. THOMSON: The point is as to how 
much is the price of the article supposedly being 
sold being inflated to take care of the premium. 
In our business they have been giving away mixers 
and floor polishers and God knows what. But the 
price of the article they have been selling to 


the consumer has been at an inflated value. A 
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lot of thinking people see that. But it is sur- 
prising to see how many people fall into the 
category of a "sucker born every minute", The 
woman goes home and says that she bought it that 
way, because her husband has told her that she 
could not buy a polisher. That way she got her 
polisher, but of course she paid for both of 
them, anyway. 

THE CHAIRMAN: Who is the sucker there? 
Her husband said that she could not have it, but she 
got it that way. 

MR. THOMSON: She got it, but the other 
article is padded in order that she may get it. 
Quite obviously it is padded. 

THE CHAIRMAN: You would think in connec- 
tion with a major article, which is sold in con- 
junction with a loss leader article which appar- 
ently is given away, that if the price of the 
major article is raised before long that fact 
would be discovered by the consuming public, and 
they would have to decide whether they wished 
to get the two of them sufficiently to pay that 
price, or that they would rather buy the major 
article separately. 

MR. THOMSON: Actually, one of the 
department stores here has a combination 
offer in which each item is advertised at a sep- 
arate price in the newspaper. You do not have 
to buy the combination offer. In that way you 


know exactly where you stand. But these other 
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people are misleading the customer into believ- 
ing what they are getting is free which, of 
course, it is not. It is not a package deal 
which is supposedly free. Again it gets back to 
your consideration of false and misleading 
advertising. 

MR. WHITELEY: Did you not have instances 
of such premium offers prior to the time when the 
ban on resale price maintenance was imposed? 

MR, THOMSON: There could have been, I 
cannot remember without referring to the adver- 
tising of that time. But it has been much more 
prevalent recently. 

MR. WHITELEY: In that case, if you had 
a suggested price, if it did exist at that time, 
your suggestion of padding would not occur in so 
far as being in excess of the suggested price is 
concerned? 

MR. THOMSON: That is right. They could 
not do that then, although many of them will use 
an item -- well, for instance, a new model will 
come out and they will use the previous model 
which they will buy from the manufacturer at a 
special price. They will use the old list price 
on it. “There are so many ways of getting around 
it -- that is, if you do not mind doing a slight 
amount of misleading in your advertising. A good 
deal of the problem is concentrated in the ethics 
of the operator concerned. And no law can control 


that, it would seem, 
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THE CHAIRMAN: You mean that no law has 
controlled it, anyway. 

MR. THOMSON: You are quite right there, 
SAT. Aves. 

MR. GERIN-LAJOIE: Mr, Deachman, I won- 
der if your association could submit to the 
Commission some evidence of the loss leadering 
you refer to at the top of page 4 in your brief. 
What I have in mind is this: the Commission has 
been told in other cities that there has been a 
type of loss leadering in, we will say, the 
selling of cigarettes in food stores and the 
selling of so-called hardware articles in food 
stores, Apparently that is not what you have 
especially in mind, so long as the food store, 
for instance, starts dealing more or less norm- 
ally in that type of business. So I wonder if 
you would have some advertising -- perhaps not 
now but later -- and if you could supply the 
Commission within some reasonable time with 
evidence of that type of loss leadering. 
Because, so far as my recollection is concerned, 
I do not think we have that. 

MR. DEACHMAN: You are referring to that 
which we define here as the use of an item of a. 
purely predatory nature for the promotion of 
something else, outside the item itself? 

MR. GERIN-LAJOIE: yess and using an 
article which is not normally sold in that 


store, 
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MR. DEACHMAN: Yes -- not normally sold 
in that store. We will do that gladly, surely. 

MR. GERIN-LAJOIE: Regarding the method 
of advertising, referring to page 6 of your 
prief, I see that you mention the words or 
phrases "free", "No down payment", "Make your own 
terms" -- and so on. Is it the opinion of your 
association that all these phrases are misleading, 
and that they should not be used at all? 

MR. DEACHMAN: What we claim is that for 
the most part the use of these phrases is decept- 
ive in that what they offer to do must be con- 
tained in the selling price of the item, For 
instance, there is a reference to 60 per cent off. 
I have deliberately made no reference to what 
that was 60 per cent off of, or to what article 
it applied, or the company that did it. 

But here is an item that is said to be 
60 per cent off. What can you sell at 60 per 
cent off? Can you think of anything that could 
be sold at 60 per cent off? Off of what? 

MR. GERIN-LAJOIE: “Well, let me put it 
this way; suppose it was a last year's model, or 
a model of a previous year, which could be sold 
at 60 per cent off. 

MR. THOMSON: It is possible that it 
could be sold at 60 per cent off; but I think 
what Mr, Deachman is getting at is that there 
should be something more specific than that. In 


other words, it is 60 per cent off what? And 
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mostly these things are very misleading. They 
will say "Up to 60 per cent off" -- and then 
there may be one item in that place which was, 
as you say, an old model, in that category; and 
everything else may just be a fraction of 

that. 

THE CHAIRMAN: That particular type of 
thing has been known for many years, has it not? 

MR. THOMSON: =)Thateis» right, 1t.has, 

THE CHAIRMAN: Reductions up to 50 per 
cent or up to 60 per cent ex, I have seen that 
sort of advertising since I was a child. 

MR. THOMSON: It has always been with 
us, yes -- that type of thing. Another thing is 
the creation of a supposedly regular price a 
quoting a regular price which is not a regular 
price, On this type of thing, deceptive 
advertising -- there is at the present time a 
General Electric steam iron, for the sake of 
argument, being quoved at $24.95, and they say, 
"Save $6" -- and such and such a place a and 
puy at $18.95. How can you save $6 when the 
regular price is $21, not $24.95? The regular 
price of the GIwE.piron;f0n theeG. E..list,is 
Sol, The other price was when it had the 
excise tax on it, which came off on April 8, 

MR. FAVREAU: The old list? 

MR, THOMSON: — the old list, at 
$24.95, which included the excise tax. 

THE CHAIRMAN: We had instances of 
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that, where they used last year's list price, even 
before the first excise reduction. 

MR, THOMSON: Yes, they have been doing 
that also, And they are allowed to advertise, 
"Save $6", 

THE CHAIRMAN: Well, that would be false 
and misleading advertising. 

MR, THOMSON: A tremendous amount of this 
whole thing is false and misleading advertising. 

THE CHAIRMAN: But some of these terms 
used here are not necessarily misleading, it seems 
to me. For instance, "No down payment" -- that is 
not necessarily misleading, if it is true. 

MR. THOMSON: "If it is true"; that is 
the point. But many of them will say, "Your 
trade-in covers your down payment", When you get 
in there you have nothing to trade in and they 
will say, "Gee, I am sorry, you do not qualify." 
Well, that is not true, 

THE CHAIRMAN: Then the statement is not 
true. 

MR, THOMSON: That is right. 

THE CHAIRMAN: But the mere fact that 
they say, "No down payment", does not necessarily 
mean --- 

MR, DEACHMAN: Also if you happened to be 
one of those rare persons who has a perfect 
credit rating, then of course they would give it 
to you on the basis of no down payment. But no 


store sells anything on time unless, first of 
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all, it can secure some kind of equity in the 
merchandise. And the higher the equity they 
can secure -- the higher the equity the person 
can secure in the hereahn ais the easier it is 
to collect subsequent payments. 

THE CHAIRMAN: I can see how it could be 
misleading. 

MR. DEACHMAN: Unless the integrity of 
the person is such, and his financial position 
is such that the equity in it is a matter of no 
interest to the person at all -- and that is a 
rare person, 

THE CHAIRMAN: Otherwise they might say, 
"No down payment, but we want a chattel mortgage 
on your automobile," 

MR, THOMSON: And also they collect 
5 per cent provincial sales tax, They say that 
is not part of the price, of course, but you have 
to pay it. Anybody else selling on a down pay- 
ment of 10 per cent, for the sake of argument -- 
well, 5 per cent is provincial tax anyway. So 
there are all kinds of strings attached to it. 

THE CHAIRMAN: The statement "no inter- 
est" is not necessarily misleading. I have run 
across cases in the past where a merchant has 
said to me, "The price is so much; you can pay 
for it in two years", I will say, "What is the 
price if I pay eae now?" He will say, "It is 
just the same," I am not pigiee because I buy 


for cash, And if I pay cash I am paying part of 
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the cost of the man who got two years credit. 

MR. DEACHMAN: You are absorbing part 
of the interest. The question of using the 
expression "no interest" we say is misleading. 
You apparently would not become a party to 
absorbing interest charges for somebody else, 

THE CHAIRMAN: But he can do it by 
having the same price, If his price for cash is 
the same as his term price, then, so far as the 
person buying it is concerned, there is no 
interest charge -- if he is buying on time, 

MR. THOMSON: It is not false adver- 
tising. 

THE CHAIRMAN: It is possible that the 
dealer might really make a cut in his term pay- 
ment price by absorbing the finance charges him- 
self. tt is not necessarily misleading. 

MR. DEACHMAN: Not necessarily, no. 

THE CHAIRMAN: Sometimes they do that 
sort of thing. Then, $60 for your old ice box -- 
that is the same sort of thing. You mean $60, 
regardless of what condition it is in? 

MR. DEACHMAN: It is a premium, 

THE CHAIRMAN: A cut in price, 

MR. DEACHMAN: Yes -- inflated value for 
junk, 

THE CHAIRMAN: What is wrong with the 
last one ie $11.95 with all attachments -- is that 
not sometimes true? 


MR, DEACHMAN: That applies to the vacuum 
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cleaner offer which is prevalent in practically 
every city of Canada and the United States, and 
about which the Better Business Bureaus have 
done an immense amount of work, There was an 
article which appeared in the Reader's Digest 
dealing with it, It is well known he a well- 
known selling practice. That is the story of 
$11.95 with all attachments, 

MR. FAVREAU: Strings attached. 

THE CHAIRMAN: You say that the attach- 
ments are not all supplied, is that it? 

MR. DEACHMAN: That is the one which -- 
well, they do not sell it to wai au aLte~ toae 
is the one which brings you into the store. And 
after that they proceed from there to show you 
what a miserable thing it would be if you bought 
this one, and that you would be well advised to 
get into something else. 

That is one where, in one city, the 
Better Business Bureau noved that salesmen had a 
pool or a pot into which they threw money if they 
were forced into a position where they had to 
sell this one, 

THE CHAIRMAN: But the mere fact that 
they quote a price with attachments --- 

MR. DEACHMAN: That is what this makes 
reference to, that specific type of trading. 

MR. GERIN-LAJOIE: Do we understand 
from your brief that your organization is opposed 


not only to false advertising but also to any 
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advertising which may have some deceptive effect 
on the customer? 

MR. DEACHMAN: Let me put it this way, 
that we are interested in encouraging the members 
of the association to live within the spirit of 
retail ethics, rather than the letter of it. Any- 
thing the association could do to move the retailer 
toward the most open and frank attitude towards 
his public we would believe would be in the inter- 
ests not only of the consumer but of the retailer 
himself. 

MR. GERIN-LAJOIE: And that brings us to 
the question raised at the bottom of page 8, 
Should the government intervene as a referee be- 
tween the consumer and the retailer. That may be 
the real point. Is it the belief of your organ- 
ization that the government should intervene in 
such manner? 

MR, DEACHMAN: Well, sir, Addison said 
that statesmen can do much for commerce a3 and 
most of all by leaving it alone, 

THE CHAIRMAN: Is that the belief of 
your organization? 

MR. DEACHMAN: I think we are inclined in 
that direction, sir, if 1 may say so. 

MR. THOMSON: Well, for several years I 
was on the board of directors of the Better 
Business Bureau, and I know that they spent some 


time trying to straighten out one advertiser in 
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this «ity for this false and misleading adver- 
tising. Finally he told them to get out of his 
store and stay out, that he was running his 
ae and that they were not running it. 

I do not know at what point -- but 
nevertheless, it does not seem right to me that 
somebody should be able to spend thousands of 
dollars in the newspapers in misleading the 
public. I do not think that is right. But as 
to whose job it is to correct it -- I will 
leave that to you gentlemen, But I still do not 
think it is right. I think an ad in a newspaper 
should be the truth. 

MR. FAVREAU: If it is found to be ee 
true, then some papers just do not take the 
advertising. We have been told that in some 
cities, 

MR.THOMSCON: Yes, but the argument of the 
newspapers is that they do not know what is cor- 
rect about these things. We complained about these 
pre-excise tax prices to which I have referred, and 
the newspapers claimed that they would get the 
prices from the manufacturers to see whether we 
were correct. Well, two months have gone by, and 
nothing has been done about it. In other words, 
what do you do to have the thing corrected? It 
seems to me that today there is quite a premium 
on dishonesty, and that there should not be. 

THE CHAIRMAN: I think perhaps it is going 


a little far to expect a newspaper to maintain a 





k il “al are - 
“att to duo Jey pat stod 





| “aud atom he at 9d 0 Ae OTOTe 7 

‘- ai at antanire don orow vod add = ren ; 
eoateap Le Rote ey, ake 

; 


“due -3 - titoa testw #8 worn! tou ob T | 
decid om of driyis meee don eob 3b _sasboitixeven | 
a he abasavodd bmeoe ot ois of biuosta ybodonoe 
edd gatbsedetn ott exegeqawon odd at eneifob 
Sy “ae toe ae et dadd secs on ob tT bid 
ae Eibe T= af doors of at 3t dot seorit og 
.: Jom ob itive T dvs .aemettaeg woy od deitd oveol 
i iki $ an bs me vind L ,dtrdigts ef at saereid 
Wy | sfiduerd atid od bLuorle 
a -ny 9 08 bauot at df tT ASAT AM 
ont exigt dos ob daw axeqad omoe odd oud 
i emoe at dad} bfod seed eved 9W -yalerdxevbs 
i . ‘ ,aekjto 
| edd to sneer eft Jud eey + HO@MOHT , AM fod 
Hi -~o9 at dsdw word ‘tom ob gers decid al exeqsaawod 
eeeis 3uods beakalgmds aw , agenesis onodtt duods toe 
Aare _ borwre tet ay ori t dokeiie od acoltg xed setoxs-stg 
i edd dog bisow wants decd bomtsls areqsqewan odd - 








ew soridedw sea o8 exer) os tuntsm exit ort eeolag - 
prs yd sHog syvert eddvom owe Liew Soeus09 orew 
<abrtdie porto ai ae diode oxio mead end setae” 
$2 ‘sppdoetrtos Lanai odd oved, ing | ob H0% ob osdw 


= pe ~ The Chairman 


rigid policing activity with respect to the 
truth of prices in the advertising submitted to 
it, Newspapers; asa. rule,;;will desire very 
strongly that the statements made in the peers 
tising, so far as prices are concerned, are 
true, But it is pretty difficult for a news- 
paper to check prices quoted in connection with 
all the ads that come in. Lt..would » bea 
counsel of perfection to expect them to do it, I 
should think. 

We have had instances of some newspapers 
that occasionally have sent a man around to check 
as to what is going on on certain business prem- 
ises, But it is more with regard to seeing 
whether they have the article for sale that is 
being advertised than it is of checking actual 
prices the retailer is quoting, 

MR. THOMSON: They normally will protect 
their subscriber, if a subscriber kicks to Caen 
then they will investigate to find out whether or 
not an article is as advertised. But, if no sub- 
scriber complains, they will usually leave the 
thing alone, 

MR. DEACHMAN: Apparently some publi- 
cations will go to considerable lengths to protect 
the public from bad advertising practices, I 
have a letter here from the desipresident of 
Good Housekeeing magazine which states the 
following: 

What might be called the Good 
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Housekeeping voints of ethics in the 
acceptance of advertising are basic- 
ally very simple, They are simply 
that: (1) Good Housekeeping must be 
able to satisfy itself that the nee 
chandise featured in the advertising 
is good; (2) that the advertising 
copy be in what is generally accepted 
as good taste,and (3) that the state- 
ments on labels, packages and in the 
advertisement be substantiated. 

Those things, of peeeacs could mean 
very little if Good Housekeeping did not 
have personnel and facilities competent 
and adequate to determine the basic 
facts. Actually Good Housekeeping uses 
its editorial laboratories for this work, 
The laboratories are staffed with those 
who hold graduate and post-graduate 
degrees from leading colleges and univer- 
sities, We number among our staff 
engineers, both mechanical and electric- 
al, chemists, bio-chemists, and numerous 
home economists. 

In addition Good Housekeeping retains 
several outside consultants who are recog- 
nized authorities in special fields of 
activity. 

That seems like a lot of work to go to, 


does it not, to protect the consumer against bad 
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advertising practices, Yet, they do it. No 
one can say that every newspaper could go to 
that eabhte: because they have not the money 
or the facilities to do it. 

THE CHAIRMAN: And they publish every 
day, too, 

MR. DEACHMAN: Yes, they publish every 
day, too, But still it does show that publica- 
tions can go to considerable lengths. 

THE CHAIRMAN: And sometimes they do, 

MR, DEACHMAN: ves, sometimes they do, 

THE CHAIRMAN: I think some newspapers 
are very careful. 

MR. DEACHMAN: I telieve so, yes, Our 
contacts with newspapers in this city gives us 
plenty of evidence to that effect, that they are 
well aware of these practices, and that they do 
quite a bit to stop them, 

MR. GERIN-LAJOIE: Mr, Deachman, at page 
18 of your brief you use the word "chaos" when you 
are referring to the retail trade. Would you 
explain a little bit more what you mean by "chaos"? 

MR. DEACHMAN: Yes. I would like to turn 
back here for a moment. 

MR, FAVREAU: What page are you referring 
to? 

MR. DEACHMAN: May I refer back to page 
le where you will find a table illustrating how 
the British Columbia retailers share in retail 


sales during 1953, and the percentage of change 
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from the previous year. 

The most interesting thing about it was 
that motorcars and gasoline and service stations 
took immense jumps in that year to the extent of 
5.7 per cent and 8.8 per cent. As they did 25 
per cent of the whole of retail business, and as 
retail business in 1953 increased by 2.5 per cent 
over 1952, it must have come from some other 
dealers, And, at a glance, you can see that the 
people who suffered were the appliance and radio 
dealers, whose business was off to the extent of 
9.6 per cent, 

It is hardly fair to put fuel in, 
because that varies according to the mildness or 
toughness of the winter, Men's clothing in par- 
ticular was up by 5.2 per cent. 

NOW, Che reason for the decline,” the 
reason for that rapid shift back and forth, and 
the equally violent shifts in the current year, 
was due to the restrictions which had been 
placed upon credit, in the automotive field, and 
which was removed, People promptly got into a 
buying spree on tutemetiiess with a consequent 
consumption of gasoline, It had to come from 
Somewhere, and so the radio and appliance dealers 
surfered, 

What we argue is that if these restric- 
tions were not constantly being put on retailers, 
and removed from retailers, things would tend to 


level themselves out a little more -- except, 
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that ee for the normal changes with regard to 
economic conditions, And the retailer would 
lead a somewhat smoother life, 

MR. GERIN-LAJOIE: Do you mean that the 
credit conditions imposed by the government were 
partly responsible for this situation? 

MR, DEACHMAN: They could not have been 
anything eines because as soon as they were 
released there was an immense boom in the automo- 
tive trades. Is that not so, Mr. Thomson? 

MR, THOMSON: Yes. 

MR. GERIN-LAJOIE: But is it not true 
that those restrictions were put on because of a 
particular eee ion particularly the Korean war? 
So far as I know, that was only a temporary meas- 
ure. 

MR. DEACHMAN: Yes, it was a temporary 
measure, I am not so sure that it was put on 
because of the Korean war; but it was put on at 
that time because there was an attempt to curb 
what I believe the government thought was too 
rapid expansion in the field of credit, 

Actually at that time Canadians were putt- 
ing away 6 per cent in their savings accounts, 
which did not seem to an awful lot of people to 
indicate overexpansion of credit Cre -- when 
they were capable of putting away 6 per cent of 
their savings. 

MR. GERIN-LAJOIE: Now that these credit 


restriction measures have been removed, do you 
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Still believe that the present situation regard- 
ing the abolition of price maintenance is a 
hardship on the trade, and would explain part of 
this situation? 

MR, DEACHMAN: Yes, the abolition of 
price maintenance would again cause some of the 
picture here, that took place about this time, 
because the practice of loss leadering promptly 
followed upon that, in: as you see, in the 
appliances and radio so abet ai where business is 
off by 9.6 per cent, on the traffic appliances a 
those traffic appliances suffered most from the 
loss leadering practices, Part of that loss 
would be reflected right in there. But perhaps 
Mr, Thomson could answer that better than I 
can, 

THE CHAIRMAN: The change took place in 
LOSE OMI tet Hot ” the change in the law? 

MR. THOMSON: On price maintenance? 

THE CHAIRMAN: Yes, 

MR. ‘THOMSON: Yes, 1951. 

THE CHAIRMAN: It was in both of those 
years, It might have been in the second a little 
more than the first; but it was in operation dur- 
ing the whole of both of those years. 

MR, THOMSON: Yes. Referring to this, 
and saying that the business was down 93 per cent 
may I say that, fortunately, we were not down 93 
per cent. In fact, we were not down any. None- 


theless, the thing stems back a long way. The 
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whole thing got started, as many do -- of course, 
we blame everything on the government, anyway. 
But interference with normal trade practices 
create problems which, when they are taken off, 
create other problems. That is what happens. 

The putting on of credit restrictions 
allowed conditions to develop which brought, let 
us say, price maintenance to a great extent 
before government bodies with the feeling, in my 
opinion, that there was too much profit. And I 
think this will explain it. 

They put these credit restrictions on us, 
as well as on the automotive business, and the 
only thing is that in this business there was 
room for a little fandangling, if you wish to put 
it that way. These restrictions were 25 per cent 
or 33 1/3 per cent down, The nee PaOEL PEERS some 
of whom were not too ethical either, established 
so-called very high list prices, They might 
establish a price on a refrigerator of $500, where 
it should be about $350. Then the dealer would 
advertise $150 for a cup and saucer, 

Now, the only reason he did that -- as 
a matter of fact, I have ads of my own to prove 
it at the time " was to get around the govern- 
ment credit restrictions. They allowed $150 for 
this article here because that got past the 
credit restrictions, It was the third down, or 
the 25 perscenv hound or whatever the law was at 


that time, 
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Now, it became quite evident that there 
was either far too much profit in the appliances 
parintacs or that there was something cock-eyed 
about the whole thing. The contention seemed to 
pe from some of the public that there was far too 
much profit, when anybody could give $150 for a 
cup and saucer, And, had that been so, there is 
no question that I would have agreed with them, 
But it was done specifically to beat the govern- 
ment's terms. 

Then, once this thing operated on that 
basis for some time, then inquiry got us to the 
profit in it. And on that basis there was far 
too much, So the Commission decides, "We will 
get these prices out of here" emepeeetse otherwise 
they would not have $150 to throw away. In other 
words you have to go back to see what condition 
was created by controls, 

And then, once that happened it caused 
the other thing to happen, In other words, this 
series of controls that set the thing up -- I 
don't think, frankly, we would have had the 
removal of price controls had the other condition 
not existed. I think the one bred the other, 
Heyeyen that is just the way it looks on the cane 
face. 

THE CHAIRMAN: It could also be argued 
that very high markups encourage the price cutter, 

MR. THOMSON: Yes, they encourage the 


price cutter, But we had manufacturers come in, 
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before a model was announced, and suggest that 
the price be a certain price, so that we could 
give $100 away with an old radio or television 
set, for the sake of argument, They wanted the 
price set up so that it would look more attract- 
ive to the customer when it was cut, 

The whole thing is utterly ridiculous, 
To set a price up and to do that even before the 
model is announced -- however, there are certain 
manufacturers who will go to that length. 

THE CHAIRMAN: The misleading is not 
only by certain retailers, then? 

MR. THOMSON: No, it could be by some 
Sane as well, 

MR. WHITELEY: Do you suggest that 
following the imposition of credit controls there 
is a general widening of margin under the rane 
facturers' suggested resale. price? 

MR. THOMSON: Let us not say that the 
better class of manufacturer did that. But there 
are a lot of smaller manufacturers in Canada who 
are always fighting to get a share of the market. 
And they immediately found that there was a way 
of getting a share of the market at that partic- 
ular time, and that was it. 

So their price structure was so set to 
allow that condition to exist. The minute that 
Epa the manufacturer who, let us say, is 
not in that category, must do one of two things -- 


either he has to increase the profit on his 
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antiaie, so that it can fight back, you might 
aay, or he drops that particular model, cleans 
it gut, and introduces another model with a 
longer margin on it, so that he can do it -- 
which amounts to the same thing. In other 
words; no manufacturer will sit back and watch 
somebody else steal his business, even if it 

is by aenietareeteimate means. He has to fight 
BACH somehow, 

MR. WHITELEY: I am interested in it, 
as a matter of fact; is it your opinion that was 
the situation during the period of credit con- 
trols -- that margins did lengthen? 

MR. THOMSON: On all those items that 
were sold that way, they certainly did, because 
those profits were not there before, Those items 
were priced to do that with, They were not 
priced previously to do that with, Because that 
condition had not existed before; it started at 
the time of credit control, 

THE CHAIRMAN: Did you observe substan- 
tial increases in prices at that time? 

MR, THOMSON: well, most of that partic- 
ular type of merchandise is what I would class as 
off-brand merchandise, By that I mean it is not 
nationally advertised merchandise such as, for 
netenees G. E, or Westinghouse, It would be 
off-brand merchandise, which you or I would not 
recognize by nae: if we went into the store, 


Then, one or two name brand manufacturers would 
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follow it. 

THE CHAIRMAN: People like you, who are 
in the business, would have some knowledge of the 
prevailing ces even of the off-brand? 

ME... THOMSON: ... Yes. 

THE CHAIRMAN: At the time the controls 
came in -- we were trying to find out whether you 
observed any substantial increase in the retail 
prices. 

MR. THOMSON: Yes, of the off-brands. 
There was a marked increase in the off-brand prices, 
that is right. 

THE CHAIRMAN; Sufficiently so that you 
could regard it as a reaction to the control? 

MR. THOMSON: Very definitely, yes. 

MR, DEACHMAN: I might point out, Mr. 
Chairman and gentlemen, that Mr. Alex Forst, a 
member of the board of the B. C. Merchants Asso- 
ciation is here and, if it is your wish we would 
like -him to join us at this table to take part 
in the discussion. 

THE CHAIRMAN: If it is your wish you may 
do that. What is your position, Mr. Forst? 

MR. FORST; I am Vice-President of Forst 
Limited. 

THE CHAIRMAN: Are you an official of the 
association? 

MR asrOnons. [ama merchant. 

THE CHAIRMAN: But you are a member of the 


association? 
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MR. DEACHMAN; Yes, he is a member of 
the. boardy.of- the*B. Gm Board of the’ Retail 
Merchants Association. 

MR. FORST: The question was asked here 
a moment ago, of Mr. Thomson, as to whether list 
prices were increased, due to credit controls. 
List prices were increased in some instances, but 
the dealer in very few cases got the additional 
profit. He gave the profit back to the consumer 
in the form of trade-ins. I do not know whether 
that was made clear or not. 

THE CHAIRMAN: I think that is exactly 
what Mr. Thomson was saying, 

MR. WHITELEY: But the point I was inter- 
ested in was whether these trade-in offers were 
consigned to the items on which the margin had 
been lengthened, 

MR. FORST: Yes, that is right. In other 
words, they allow the $150 for a proshavter: or 
anything at all - a cup and saucer, if you wish -- 
but it was only another way of getting around the 
government regulations. Very few merchants got 
the additional profit. That is the point we wish 
to make, They did not get the additional profit. 
They gave that profit away in the form of 
additional SntGuae oe to get around the credit 
restrictions, 

MR. WHITELEY: But the point I was inter- 
ested in was ina what did you do in the case of 


those articles on which the discount was not 
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lengthened? 

MR, FORST: They did not give high 
trade-in allowances, 

MR. FAVREAU: Did not some merchants 
give trade-in allowances? 

MR. FORST: No. In the main, those 
trade-in allowances were given on imported items, 
where there was no list price anyway, and where a 
distributor and a retailer got together and set a 
list price to take care of the big trade-in allow- 
ance. And where a legitimate profit, or a normal 
profit, was being made, although some trade-in 
allowance would be Five, yes, but not to the 
extent of these ridiculous amounts such as $150 
or $100. Because that was in most cases consid- 
erably more than the gross profit ir and nobody 
is going to do that. 

Also that might have happened in some of 
the cases that were mentioned ren where 
additionai eto es aiiowances were given bos and 
it was due to the fact that older models, previous 
years! models and so on were used, In other pore 
the merchant had that additional profit to give 
away, and he gave it away in almost every case, 

MR, FAVREAU: So that they were not in 
reality actual or real allowances, 

MR. FORST: No, they were not actual 
allowances at all; they were fictitious. 

THE CHAIRMAN: Ethics were not on too 


high a plane, 
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MientORol: -Nos and nov211 dealers, 
eens or not all anaes took part in 
that kind of promotion, either, 

MR, GERIN-LAJOIE: Mr. Deachman, I ee 
stand the situation shown by the table on page 12 
is explained by your organization as a result of 
(1) the abolition of credit controls and (2) the 
abolition of resale price maintenance? 

MR. DEACHMAN: They were contributing 
factors, There may have been other factors in- 
Coreen but undoubtedly, they were the major con- 
tributing factors, 

MR, GERIN-LAJOIE: Taking that for grant- 
ed, for the time being, do you not think that now 
that these changes have taken place two or three 
years oat: that this situation might settle down, 
without any further remedy by way of legisla- 
tion? 

MR. DEACHMAN: I am not too sure I would 
go that far with you, sir. We do not know what 
is around the corner, Something else might come 
up in the way of legislation, to upset the cart 
again, 

MR. GERIN-LAJOIE: But if we were not to 
have any other legislation of that type, would 
you conceive it as possible phase without any 
legislation of the type suggested in your ete 
the situation might settle down? 

MR, DEACHMAN: Those factors in it would 


settle down, which have been caused by legislation. 
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It would still be subject to economic change. 

MR. GERIN-LAJOIE: But do you think that 
there should be legislation to control the results 
of such economic change? 

MR. DEACHMAN: os I pelieve that by 
getting out of the field of legislation which 
eauses these impacts upon the retailer, that then 
the retailer would only have to contend with econ- 
omic change, and not with change in legislation, 
plus economic change, 

MR. GERIN-LAJOIE: The Commission has 
heard complaints about the legislation regarding 
the abolition of resale price maintenance, and 
apparently you have had some complaints also -- 
although you do not propose a return to the 
previous situation. 

But I wonder if the changes you explain 
heres andsthe seecavied ies is not just the 
result of changes which are being obtained in the 
general economy of the country? You have placed 
before us for instance the position of the inde- 
pendent retailer, And you have referred in partic- 
ular to the appliances business. 

Well, is it not possible i and this is 
just a question; I am not expressing an opinion bes 
is it not possible that if we were to have a lesser 
number of appliance Tee that each retailer 
would have a bigger turnover, and possibly could 
take a lower profit per unit; and that, in the 


long run, that would profit the public generally? 
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Is that not possible? Of course there would be 
so-called chaos for a time, because there would 
be some people going out of business, possibly, 
and there would be bankruptcies, and the like, 

MR. DEACHMAN: Well, Mr. Gerin-Lajoie, 
what do you suggest? Is it a move toward the 
formation of fewer retail units? What is it you 
have in mind which would move us toward these 
fewer units? Let us have that clear, 

MR. GERIN-LAJOIE: Yes, fewer in number. 

MR. DEACHMAN: But what would cause the 
fewer number? Are you putting that pores as an 
hypothesis as to what would happen if we hada 
rewer* number’ of retailers? If Het what is it you 
have in mind which will move us toward a fewer 
number of retailers? 

MR. GERIN-LAJOIE: The Commission has 
heard complaints, and there were quite a number of 
bankruptcies for instance in the appliances 
business, The remedy, according to some associa- 
tions and persons who have appeared before the 
Commission is that we should go back to resale 
price maintenance by the manufacturer. 

Well, I put this question to you: if we 
were not to go back, is it possible that it would 
be good for the country generally and for the 
consuming public, if we had & smaller number; 
because we would have a lesser number of people 
going into that business -- perhaps after we had 


a number of bankruptcies, or people coming out of 
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the business before becoming bankrupt, 

MR, DEACHMAN: Well, let us take this 
question in parts, This thing seems to get it- 
self into several parts. Let us take bankruptcy, 
first of all, I think that every Tom, Dick and 
Harry who has a thousand dollars in his pocket, 
or even less than that, contemplates the idea of 
pecoming a retailer, whether he ever gets that 
far or not. A great many of them do commit the 
folly ofidceing “ft. 

Unfortunately the public believe that 
retailing is a field into which anyone can get, 
and the fact is that that feeling on the part of 
the public is not borne out by the facts. It 
takes a considerable amount of skill to be a sub- 
stantial retailer, 

THE CHAIRMAN: Well, they can get in. 

MR. DEACHMAN: Oh vaae they can get in ue 
it is easy to get in. There is nothing like it, 
It is one of the few places everybody can get in, 
But once you do get there it is a quite different 
situation, The bright ones stay with it; the less 
bright ones perish, 

The Financial Post of a week or two ago 
gave us the statistics as to what happens to the 
ones that go in without looking at the facts too 
closely. It says: 

A survey shows that approximately 226 
Canadian firms -- 


And it deals with firms generally. 
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a in every 227 came through the highly 

competitive conditions in trade last 

year. Of the 1,039 which failed, 923 

or 89.8 per cent had a lack of exper- 

idence in the line, lack of managerial 

experience, unbalanced experience or 
incompetence as the root cause, And 

the greatest of these was lack of 

managerial experience, at 35.9 per cent. 

Neglect is listed as causing another 61, 

or 5.8 per cent of failures -- 

And so on, In other words failures in business 
are due to failure in management, lack of exper- 
ience, and no knowledge of the business, and so 
on. 

THE CHAIRMAN; But not as a result of re- 
sale price maintenance? 

MR. THOMSON: I was afraid of that, 

MR, DEACHMAN: As a result of resale price 
maintenance? i Well, all those who know how to 
stay in business, stay there not necessarily by 
clinging to the same line, year in and year out, 
The retailer who finds that the pressure is on 
him, in connection with one particular line, to 
the point where he can no longer make an adequate 
profit on it, may have to move out of that line 
and into another line. 

And I believe we can truthfully say that 
resale price maintenance has resulted in loss 


leadering, and that those merchants who know how 
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to retail and are staying in business year in 
and year out are moving out of those lines and 
abandoning them to the price cutters. We do not 
contend that intelligent retailers are being 
driven out of business by resale price mainten- 
ance, 

THE CHAIRMAN: You mean by the abolition 
on taps Mee 

MR, DEACHMAN: That is right. Intelli- 
gent retailers, the independent ones, will still 
be in business in Canada, no matter what happens. 
They will be here, just as long as the chain 
stores and the department stores and everybody 
else are here, and they will be doing a brisk 
competitive business with them en in many 
cases they will be leading the way into new 
fields. 

But I do say they will be driven most 
certainly out of some lines and driven to do 
other things, by various aspects of government 
legislation, 

MR. FORST: You mentioned earlier a 
question as to whether it would be to the benefit 
of the public if, for the sake of eyacnent. fewer 
merchants handled appliances. They can do so by 
getting a larger volume, and therefore taking a 
smaller margin of profit. That is a fair argu- 
ment -- except it could be reversed. It seems 
to me lower prices always prevail when more 


people are in a pusiness, And incidentally, some 
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of us are getting a pretty fair share of the 
appliances business, and we are not arguing on 
behalf of ourselves. it is a fair argument to 
offer, that the more people you have in one 
line, the lower are the prices. But the fewer 
people there are in een the closer you get toa 
monopoly, to the conditions of monopoly. 

MR. GERIN-LAJOIE: At the retail level? 

MR. FORST: Yes, and it may very well 
happen u. BBendee not next year, or the year 
Server, Gr =tive Or ain co, cen yearom bu ir. ror 
the sake of argument, one type of merchandise was 
handled only by a dozen or so merchants in a city 
the size of the metropolitan area of Vancouver, 
that price could very well go up. Because they 
would then have control of the situation, 

I do not think anybody in business is 
going for just a small profit, They go for a big 
profit, if*they can* get’ it~. «1 think that the 
fewer merchants that were in it, the higher the 
price would go, eventually, regardless of how 
cheaply they could afford to sell it, They 
could control the situation. 

The more merchants who are selling an 
article, in my opinion the lower the price would 
be for the consuming public, There would not 
necessarily be more profit for the dealer, but I 
am looking at it from the public's standpoint, 

THE CHAIRMAN: It might mean more bank- 


ruptcies, 
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MR. FORST: Probably so, it might mean 
that; but I think a more competitive position is 
petter than a less competitive position. 

MR. FAVREAU: As long as more numerous 
retailers are allowed to compete, If, however, 
you have resale price maintenance that forbids 
everybody to aoe. it might well not be, 

MR. FORST: There are other methods of 
competition, other than just by way of price, 

MR. DEACHMAN: You are speaking now of 
resale price maintenance forbidding them to com- 
pete. 

MR. FAVREAU: And he says that there 
are other means of Pcneeueiane other than 
prices, 

MR. THOMSON: Some of the so-called 
price cutters me they reduced the price in some 
form, But they got it back from the time payment 
men in another form, Frankly, some of us had to 
resort to the same thing. In other ores you 
have to make a profit in business; there is no use 
kidding each other as to that. So they reduced 
the list price and charged the fellow who buys on 
time a terrifically high finance fee -- much 
higher than would be normal if the price was a 
little more fair, 

Whichever way, you make a profit. The 
one misleads the customer, 5 teen you are giving 


him something cheap. And then you make it up out 
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of the finance fee, and you drive a Cadillac. 
It is another way of doing the same thing. 

THE CHAIRMAN: A lot of people are dri- 
ving Cadillacs. 

MR, THOMSON: Yes ene there are a few 
in the appliances business, 

MR. FORST: Not me, 

THE CHAIRMAN: Have you definite evid- 
ence of big increases in finance charges since 
this legislation was passed? 

MR. THOMSON; We increased our own 
about a year ago, for no other reason than to 
recover some profit that way. We checked with 
two of the department stores in Vancouver, which 
had done the same thing within two months, and we 
brought ourselves up. We brought ours in line 
with the department stores. 

Now, we could still today operate them 
at a lower cost basis; but it is a hidden profit 
that the customer does not cry about. Our rates 
are still ian by far, than several of these 
so-called price cutters. Even erent we are away 
under them. And we are charging more than we used 
to charge in order to recover profit in that 
manner. 

THE CHAIRMAN: More than the cost of 
financing really is? 

MR. THOMSON: More than the cost to us is, 
yes. 


MR. FAVREAU: Do I take it that, 





| | “aoonend poonetigas: ord at 
$: | | yom den THOT . | ne 
-bive sdistitsh woy evel + MAMATAHO ae 
eomte aentals oonsalt Pr sozsotont gid to sone 
Shenesg esw motistatgel atdd 
nwo to beaserodt W ¢MO@MONT .AM 

od merit avin tendo om Tot ,o@s THSY & juods © 

; idtw bestosdlo oW  syew dade ¢fto1g emoa tevooeT 
dotdw -vevsoonev ak aetods inomisged add to ows 

. ow bre ,addoom owl middlin aeitcs emsa oda emob batt 
i Batt Hr axso doguord ow sew Bevieatvo ddguord 
_estode doomdcaqeb eed cid lw 

: mart asenrsqo yabod Litvea biveo ow soe - 

ditoxq mebbid s at #£ dud ,atesd Jaoo *sewol 8 38 
sedar 10 .duods y19 Jom “aeob TomMoPayo- edd dads 
gseds to Leteves asd ,ist yd ewol {Lida ors 
cers 61s ow weds wove .e@reddue soltg poLiso-o8 
beau ow nerd stom satgirsdo ers sw baa meds sébau 
tarts mt vtiotg revooes od sebro at egusdo od 
gente 







to dnoo ont act enol PMAMALAHO' ST ma ecules 

| “tak plier iene 

.at) ley 08 seen ents at exott “:MORHOHT ofiM © ie, Bae 
ae exee oct obmavast | 


t 
j : 








~ 2747 - Mr, Thomson 


psychologically, it is your experience that the 
public will look with less favour on a bargain in 
financing than they will a bargain in apparent 
pricing? 
| MR. THOMSON: Yes; so that there is 

this so-called margin to operate on. My conten- 
tion is that efficient operators! costs are 
approximately the same. 

D.B.S. can give you those figures 
easier than we can. Price maintenance should be 
tied in, somewhere, with efficient operators, 
not with inefficient operators, And then, these 
hidden costs you do not see, and the public do 
not see, do not require to be there. In other 
words, if you have to get it back somewhere, so 
what? The customer is not saving money, although 
he thinks he is, 

THE CHAIRMAN: When he pays cash he does. 

MR. THOMSON; If he pays cash, yes. But, 
then, the man who pays cash is all right anyway. 
The man you have to protect is the working man who 
is buying on time, the average Joe, who has less 
understanding of financial affairs, He does not 
know anything about it. When you say that it is 
$30 he a "OM nist. $307 pew Theufact. that it 
is 15 per cent does not bother hima bit. Of 
course you and I would not pay it; we would 
borrow it from the bank, Nevertheless he does 
not think of on nor can he always borrow 


from the bank, 
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THE CHAIRMAN: And does he ask for the 
percentage sometimes? 

MR. THOMSON: With us it is one of the 
least questioned conditions in a contract, At 
least that is our experience. He says, "That is 
quite a lot", and you say, NWell, it is two years" 
and he says, terre that is right" - and he signs 
his name, and away he goes, 

MR. WHITELEY: Has there been no in- 
crease from the companies who are engaged in that 
piditeds t with the increase of interest rates? 

MR. THOMSON: There was an increase 
when the bank increased the rates in December, or 
the finance companies. They increased their rates 
from one-half to one per erate and our bank 
increased it with them. All the chartered banks 
and all the finance companies in Canada. It was 
in December of last year. Our rates went up from 
the finance company we deal with,in January, by 
the exact amount of one-half of one per cent. 

MR. WHITELEY: What year? 

MR. THOMSON: Ours went up in January of 
this year. It was December of last year that the 
banks increased the rate, 

MR. WHITELEY: It seems to me the 
interest rates started to move up in the early 
part of 1953. 

MR. THOMSON: Oh, the finance companies, 
as a group, changed in December of 1953, But we 


are not paying any more at the bank now than we 
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were paying three years ago, But the finance 
industry is. 

MR, WHITELEY: Well, my recollection is 
that interest rates started to rise and reached a 
pean and were turned off, because Canada Savings 
Bonds, as 1 recall, went up half of one per cent 
-- which was about a year ago, 

MR. THOMSON: That is right. The general 
interest rates were on that scale. And the finance 
industry has been fighting the bankers -- and yet 
all the banks did it simultaneously -- which seemed 
to be a bit of price maintenance. But they 
increased their rates to industry by half of one 
per cent, simultaneously on a given day right 
across the Dominion of Canada, and if there ever 
was a monopoly, gentlemen, that is it. And you 
cannot beat that rate with a bank, 

THE CHAIRMAN: A We Meets rather 
than a monopoly? 

MR. THOMSON: Nevertheless, that is what 
happened. You cannot shop around. The same rate 
exists in every bank for that purpose, 

MR. WHITELEY: The companies engaged in 
these so-called financing operations shes must 
have reflected the change in the interest rates. 

MR. THOMSON: I beg your pardon? 

MR. WHITELY: They must have reflected 
the change in the interest rates, in their charge? 

MR. THOMSON: Yes; our rate went up 


one-half per cent when the bank increased theirs -- 
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one-half of one per cent. 

MR. GERIN-LAJOIE: Did you increase 
your own charges to your customers previous to 
that time? 

MR, THOMSON: Yes, prior to that, 

MR. GERIN-LAJOIE: And do I understand 
that the people you call price cutters all make 
money, or recover part of their lost profit from 
charges of that type, financing charges, to your 
knowledge, in Vancouver? 

MR. THOMSON: Two of the major operators 
in Vancouver soreness rates are still much higher 
than ours. That I know, 

MR, FORST: Not all, because some small 
merchants, unfortunately, are in the hands of 
finance Saalines and they do not get any inter- 
est out ofei& at-all,. 


MR, GERIN-LAJOIE: That is what I have 


in mind. 

MR, FORST: I know of one company that 
has made the statement = a large company -- and, 
of course it must remain anonymous -- but one 


large appliance firm in Vancouver has made the 
statement that he does not care if he makes a 
cent on his appliances, because he is making it on 
his interest. 

MR. GERIN-LAJOIE: Is it not a fact that 
quite a number of appliance dealers -- I know it 
is like this in other parts of Canada a do not 


finance their clients or customers? 
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MR. FORST: The largest percentage of 
them do, Only the big ones do, 

MR. GERIN-LAJOIE: And they still cut 
prices? 

| MR. FORST: No, they do not so much, 
They are hoping to get close to the list price, 
In other words they want to get a normal markup on 
their goods. But most of the price cutting, at 
least in Vancouver, I think, has taken place -- and 
when I say "price cutting" I mean price cutting 
where they have cut close to cost, You can cut 
prices if you buy cheaply enough, But I am 
referring to price cutting where they have cut 
close to cost, at much less than the normal margin 
-- many of those large firms are doing that, and 
financing themselves. 

THE CHAIRMAN: They have very substantial 
capital in their business? 

MR. FORST: ae they are big operators 
and good operators; but they are taking advantage 
of cutting the price of merchandise to get the 
benefit of higher interest rates. And they have a 
lot of other hidden things, too, For instance, I 
happened to see a letter once to a customer from 
one firm stating that because they were delinquent 
two months in their account that, from now on 
every notice they receive will cost $3. I do not 
know whether they can make that stick or not, but 
they have attempted to do it, anyway. So that is 


another hidden charge. 
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THE CHAIRMAN: Do you mean that those 
retailers who handle their own financing, carry 
their own financing paper, charge a substantially 
higher rate than the regular finance companies do? 

MR. THOMSON: May I answer that ques- 
tion -- because we deal with a finance company, 
and I think Mr, Forst handles his own paper. 

There seems, to be a lot of difference 
in the rate with the finance companies, too, The 
rate at which we buy money from the finance com- 
pany -- we deal with a locally owned company in 
Vancouver -~- is a lower rate than most national 
companies, We sell our fe you might say, that 
we buy from them today, at a profit. 

For many years oa) as a matter of fact for 
twenty-four or twenty-five years we have been in 
business oe gave that to the customer at what it 
Gost; 8, “Ln.otner words ir if cost. us $6 for $100 
we charged the customer $6 for $100. But with this 
condition that has existed during the last while -- 
and I believe the same condition has existed in the 
automobile industry longer ae nevertheless it has 
been the policy of finance companies to set up 
rates with what they call a loss reserve feature 
in them, 

In other words it is a feature whereby 
a dealer would make a profit on the money advanced 
by the finance company, in the same way as a 
larger company who has bigger financial interests 


buys money from the bank and sells it at a profit. 
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But you cannot make as long a profit 
because of the fact that the finance company costs 
more money, or more percentage. 

Then, this particular company said, 
"There is one way you can recoup some of your 
losses, or get nearer to making a profit, which- 
ever way you wish to put it, and that is by creat- 
ing a loss reserve within the charges." I said, 
"Our rates have been one-half of one per cent for 
so many a that I cannot remember how long." 

Well, everybody else's rates are far 
higher than that, So, as I say, I phoned two of 
the leading department stores in this city, and I 
checked their rates. The other rates of people 
who supposedly cut erieee. we already knew, We 
were away under them at that time. And we put our 
rate up at that time -- which was better than a 
year ago - to the average of this leading depart- 
ment store, or two of cron as a matter of fact. 
We are in the same rate as they are. We are, in 
fact, making a profit on it, which we were not 
Derore, If this condition had not existed, we 


would not have increased our rates, 


~-- Luncheon adjournment. 
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Monday, July 5, 1954 


--- Upon resuming at 2.30 p.m. 


THE CHAIRMAN: Mr. Ca eae will 
you continue? 

MR. GERIN-LAJOIE: Mr, Deachman, I do 
not have very much more to ask you. We will go 
direct to your general recommendations. Will you 
please tell ie Mr, Deachman, whether you have any 
idea how your recommendation No, 1, at page 20 of 
your brief, might work out? I refer to the recom- 
mendation that the laws and regulations governing 
the use of advertising be more rigidly enforced 
and dave in particular, the government give con- 
sideration to some form of legislation restricting 
the use of exaggerated claims regarding interest 
payments, down payments, trade-in values and com- 
parative prices, Is it just a general wish, or do 
you have some idea of how that could be worked 
out? 

MR. DEACHMAN: I believe, Mr. Gheeeoman. 
federal legislation already exists for the restric- 
tion of abusive practices in advertising, and where 
that legislation exists, I think the mechanism for 
policing it -- some investigation should be done in 
regard to the policing of that Act, or steps should 
be taken to make such legislation more effective. 

THE CHAIRMAN: You are thinking of the 
former section 406 of the Criminal rece are you? 

MR. DEACHMAN: Yes, 


THE CHAIRMAN: Have you any suggestion 
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as to any amendment to it, or do you think it 
would merely be a matter of the method of en- 
forcement rather than the terms of the section 
itself? 

MR. DEACHMAN: We have not gone into 
it exhaustively enough to make recommendations 
here as to whether it is a question merely of 
enforcement or whether it is a question of 
requiring some suitable amendment of the Act. 

But I have here before me something 
that has been handed to me by Mr. Forst bearing 
on a problem which we touched upon this morning. 
Retailing Daily. an American publication, dis- 
cusses the question of vacuum cleaner yaed: 2 
connection with which the F.T.C. has initiated a 
hearing to get something done about this same 
problem of misleading advertising. I submit that 
here is a case where one federal body is doing 
something about this particular question, 

MR. FAVREAU: It is the Federal Trade 
Commission that has initiated the move, do you 
say? 

MR. DEACHMAN: It reads: 

Hearing examiners! initial decision 

filed yesterday would bar Clean-Rite 

Vacuum Stores Pedeot tee here --- 
And this is Washington, 

---from the use of bait advertising of 

vacuum cleaners. The order would pro- 


hibit the company from representing 
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that merchandise is offered for sale 

when the offer is not bona fide. 
Also banned is the use of any 

sales plan or procedure involving the 

use of false, deceptive or misleading 

statements in advertising, which are 

designed to obtain leads or prospects 

for sale of other merchandise -- 

And so on, 

THE CHAIRMAN: That is something that falls 
with the jurisdiction of the Federal Trade Com- 
mission? 

MR. DEACHMAN: Yes, within the jurisdiction 
of the Federal Trade Commission. 

THE CHAIRMAN: And this is an actual case? 

MR. DEACHMAN: Yes. 

THE CHAIRMAN: In which the first state has 
been reached and a ruling has been given by the 
hearing examiner? 

MR. DEACHMAN: Yes. 

THE CHAIRMAN: There may be an appeal from 
it, and further examination of the case by the 
trade commission itself. 

MR, DEACHMAN: Is there similar machinery 
in effect in Canada, meen by which they could be 
brought before any federal commission, or your 
commission, or some other body, for examination 
and decision? 


THE CHAIRMAN: Our Commission has no juris- 


diction to settle questions and to determine rights 
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of businessmen or citizens. We only make report 
to the Minister of Justice, At the present time 
there is no commission with any such authority. 
The only place where any jurisdiction at present 
exists would be under the Criminal Code, section 
406 a at least, that was the old section number; 
I forget the new section number. 

MR. DEACHMAN: Which would be a direct 
case of one vacuum cleaner company in its own 
interests taking another vacuum cleaner company 
in the courts on grounds of misrepresentation, is 
that correct? 

THE CHAIRMAN: ae or somebody else. 

MR, DEACHMAN: race I understand. 

THE CHAIRMAN: Taking it before the 
courts instead of the Federal Trade Commission, 

MR, DEACHMAN: That is what it amounts 
to. 

MR, FAVREAU: Although the powers of 
the Federal Trade Commission are much broader, 

THE CHAIRMAN: Yes, The powers given 
in their legislation may operate more effectively 
than our provisions in the Criminal Code, at the 
present time. 

MR. DEACHMAN: How would it come about 
that some action could be taken in the case of the 
Clean-Rite Vacuum Stores Incorporated in the 
United Seton and something be done about it, and 
with the same set of circumstances existing here 


nothing could be done about it -- and nothing is 
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done about Ati! I think -- well, I have an 
advertisement here of Ba eobrsltan the old re- 
built Electrolux. 

THE CHAIRMAN: We would like to hear 
any suggestions you have on that score, It may 
be that in the United States the affected mer- 
chants are more anxious to start proceedings 
than they are in Canada. I do not know just 
what the situation is in that respect. And it 
may be that the legislation makes it easier for 
them to do so than it is here. 

If you have any suggestions along that 
line we would be delighted to have them. We will 
be studying the roe of course, and undoubtedly 
that will be one of the things we will be looking 
into more closely. We would be glad to have the 
views of businessmen in connection with it, as an 
assistance to us, 

MR. FORST: It comes back again to the 
matter of the abolishing of list prices, where a 
firm could take a trade-marked item that is well 
known, nationally advertised, and advertise it at 
a considerably lower price than what is the normal 
or set price, and hang onto that article for a 
period of months, and never sell it for that 
matter -- similar to this thing. 

MR, WHITELEY: This is somewhat different; 
this is a resuilt. 

MR. FORST: I am talking about something 


which is not necessarily rebuilt, This merchant, 
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because of high-pressure sales methods within 
their firm, for instance, could persecute a 
manufacturer which they do not like, for some 
obvious reasons, and the manufacturer might even 
be in a position where he might have to sell him, 
even if he did not want to, But they would not 
sell this article, They would just hang on to 

a rie But it would break down the whole struc- 
ture under this manufacturer's production. 

That is one of the things that can 
occur with the present abolishment of list 
prices -- because the manufacturer cannot do a 
thing about it. He might not want to, but there 
is nothing he can do about i even 1f.he did 
want to, 

MR. WHITELEY: Surely a case where a 
retailer would feature some well-known branded 
article and then refuse to sell it would soon 
react to his disadvantage. 

MR. FORST: Well, it is surprising = in 
large centres such as Vancouver, Toronto and 
Monbiess: you can get a lot of people who do not 
find out about his practices until he has had a 
pretty good share of the market, 

MR. THOMSON: They do not do it just 
that way, either. 

MR, WHITELEY: The cases we had demon- 
strated to us in Toronto, for example, where they 
took items such as floor polishers and cut the 


price to almost cost, or practically below cost, 
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for some person buying in very limited quanti- 
ties -- nevertheless they sold a large number of 
those items. They did not refuse to sell. 

MR. FORST: Yes, on the smaller items, 
they do. 

MR. DEACHMAN: But this is different. 
I have before me here an advertisement which 
appeared in the Hamilton Spectator, The adver- 
tisement says: 

Famous freceren ee peautifully rebuilt, 
complete with seven new attachments, 
manufactured by State; one year guar- 
antee, Breeze through your spring 
cleaning with this model, You will 
wonder why you ever did without a 
vacuum cleaner. $10.95, full cash 
price = 
And then there are pictures of the machine and 
the attachments. 

MR. WHITELEY: Resale price mainten- 
ance would have no bearing upon that. 

MR. DEACHMAN: No, that is a rebuilt 
vacuum, We are talking about abusive adver- 
tising practices, and the way this works out 
in connection with promotional techniques on 
other merchandise, 

Exactly the same system is taking 
place here as took place in the F,T.C. case 
which they have before them. And the method of 


proceeding with the sale of other material, 
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using this as the lead for gaining sales, he 
explains here, He says: 
The ¥.7T,C,.. examiner, Earl J, Kobe, 
cited published, broadcast and tel- 
ecast advertisements purportedly 
offering reconditioned Electrolux 
vacuum cleaners at $8.75 and $10.95, 
and represented that these would do 
a satisfactory job of cleaning. 

Mr, Kobe held that these ads were 
ee ee fide offer to. sell cleaners, 
and described them as part of a sales 
plan or procedure adopted by the res- 
pondents to sell their high-priced 
vacuum cleaners. Mr. Kobe added that 
the advertised cleaners actually were 
of little or no value and would not do 
a satisfactory job of cleaning. 

And that is the practice to which we object. 

THE CHAIRMAN: It may boil down to this, 
that what you would propose to deal with a matter 
of that kind would be some amendment to the former 
section 406 of the Criminal Code; or, you might 
propose some amendment to the Combines Investi- 
gation Act which would give some authority to 
the Director of Investigation and Research or 
to this Commission or to some other body, 
rather than reference directly to the courts. 

I would like to have your views on how 


that situation might be dealt with here, The 
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law is not identical in the United States and 
Canada. Certainly their federal trade commission 
has powers which we do not possess here, And 
that may be partly because, as Mr. Favreau has 
just indicated, they have a different constit- 
utional act ts and because of the different 
interpretation that the Supreme Court of the 
United States has placed upon that constitution 
as compared with the way that the Supreme Court 
of Canada and the Privy Council have interpreted 
the constitution of Canada, 

It may be difficult to handle it at the 
federal level in Canada, to a greater extent than 
is true in the United States. However, we would 
be glad to have any suggestions you or your organ- 
ization might wish to make for dealing with this 
problem, which you point out is that of deceptive 
advertising of one kind or another, It might also 
help us with our thinking on the same Sabiect, 
when we come to look into it, 

MR. GERIN-LAJOIE: I take it from what 
you say, Mr. Deachman, that the main trouble, if 
I may say so, that you have in mind in your 
brief is not really loss leadering Bice much 
more, deceptive advertising; or would that be 
going too far? 

MR, DEACHMAN: That is going too far, 

I think what we have in mind is this, Mr. Gerin- 
Lajoie, that loss leadering is only one of a 


number of practices, and that a practice as 
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deceptive as this one which we have just out- 
lined is, in itself, just as bad, just as damag- 
ing to the seller of vacuum cleaners who sells 
them in a normal and legitimate way, as is the 
practice of loss leadering of vacuum cleaners, 
The two are pretty well indissoluble, in looking 
at the problem which is before the retailer now 
Le that icp of deceptive representation to the 
public and predatory retail practices, 

THE CHAIRMAN: Our actual inquiry has 
been limited to loss leaders. But that means 
that it takes in things which bear on the problem 
of loss leaders, even though they may be of a 
somewhat different nature themselves, Por 
example, if they are used in connection with loss 
leadering, we can look at them, But we are not 
dealing with all sorts of business practices. 
The door is not brought wide open for us. 

MR. DEACHMAN: No, but out of the 
course of your inquiry, if sufficient represent- 
ations were made to you that other practices 
similar to loss leadering were part and parcel 
of the same trouble, you would be able to make 
general recommendations that perhaps additional 
inquiries ought to be made in that direction; 
is that correct? 

THE CHAIRMAN: I do not suppose there 
would be anything to stop our doing that. 

MR. FORST: Would this be a phase of 


loss leader advertising or of a loss leader type 
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of promotion that might indirectly not be to the 
advantage of the consumer -- and certainly to 
the great advantage of people in similar types 
of business? For instance, one large firm a 
and I think we can say it is in this city -- 
started up a department, or developed a department 
-- perhaps I should put it that way inh developed 
a department in which every item in that partic- 
ular department was sold at a price away below 
what was the accepted list price, It was at 
eras ae, shall we say, 10 per cent above 
cost oe which is much lower than articles of 
that sort ordinarily can be merchandised, 

They set up this department specific- 
ally for that purpose. And every article in 
that department, so far as can be ascertained, 
is sold on that basis. It is obvious that they 
did not put that department in for profit + 
because I am pretty sure I can develop the fact 
that on their advertising alone it would take 
more than half of that 10 per cent gross profit, 
Because we know the rate of advertising in the 
newspapers, and we know the costs, And we know 
approximately what they sell; so we can easily 
tell that the percentage of advertising would 
be at least half, and the rent would take care 
of a lot of the other 5 per cent. 

Marek they have developed that one 
department for no other purpose than obviously 


to get people into their company's store, Ifl 
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did the same Pilge that would be the only 
reason I would develop it. They were not in this 
particular field to any degree before, although 
they might have had these particular items avail- 
able. But they developed this section in their 
firm for no other purpose than to cut the price 
on these items, 

And of course what they have gained 
from that is that they have developed an atmos- 
pheta, you might es around their organization 
that they sell for less, It might not necegsar- 
ily apply to their other merchandise; but in 
this particular department it does apply. 

In other words, have they helped the 
consumer? Because they are not necessarily 
giving this across the board in their whole com- 
pany. Jt has certainly been detrimental to the 
manufacturer, because the manufacturer's other 
outlets are disappearing. And they certainly 
have been detrimental to other people in the 
Same business who are trying to make a normal 
living out of that particular type of business. 
Does that cover this matter of the loss leader 
problem? 

MR. WHITELEY: Is there a physical 
separation in their store? 

MR... FORST: Ina sense; it is in one 
section of their ee yes. 

MR. WHITELEY: How do they indicate to 


the public that this section operates on that 
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basis? 
) MR. FORST: These particular items are 
advertised at 10 per cent above cost price, 

MR, WHITELEY: Individual items? 

MR. FORST: Yes, 

MR. WHITELEY: How do they indicate to 
the public that this particular section of their 
store is being operated on that basis? 

MR. FORST: Well, the impression they 
are trying to give is that the whole store is 
operating on a somewhat similar basis, 

THE CHAIRMAN: It might be better to 
spread these articles throughout the whole store, 

MR. FORST: I would say so, personally; 
but that is the way they are operating. The 
other items are available in a rather close area, 
It is in their store. But they have developed a 
separate promotion and a separate advertising 
program in connection with a separate section of 
their store for this purpose, 

MR. WHITELEY: Have they always had the 
same lines? 

MR. FORST: I am not speaking critic- 
ally, mind you. I am just giving this as an 
example, 

MR. WHITELEY: Have they always had 
the same lines? 

MR. FORST: cee the same lines, And 
the advertising appears three or four times a 


week on a Similar basis. 
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THE CHAIRMAN: But they sold them in no 
other part of the store? 

MR. FORST;: No, just in this one sec- 
tion. I am referring to table appliances such as 
electric irons, toasters, and so on, 

THE CHAIRMAN: Traffic appliances? 

MR. FORST: And they have gone even 
farther afield into drygoods eee and so on, 

MR. GERIN-LAJOIE: Are they using 
nationally known brands? . 

MR. FORST: Yes,.they are spreading 
from some national arene but they are,in the 
eae using nationally advertised lines. 

MR. WHITELEY: How long have they piers 
ated on that basis? 

MR. FORST: I would say almost two years, 
Since this legislation was passed. In other words, 
it would seem to be a development from that. 

THE CHAIRMAN: Has it been on an increas- 
ing scale, or has it pretty well held along the 
same line? 

MR. FORST: It did increase, and then 
it seemed to taper off, and has remained about 
the same for the last six months. 

MR. THOMSON: So much so that one of 
the manufacturers told me that he did not have 
to travel the country areas any more, None of 
the dealers in the country areas would buy these 
articles from them, Because this man runs in 


his ads that for fifty cents any item will be 
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mailed to any part of British Columbia, 

Well, the little merchant at neteon, 
for instance, has not a Chinaman's hr neees when 
it costs him that much to get an article up from 
the manufacturer, and seli it at cost. And they 
do not turn over any very great volume in those 
small towns, as you can imagine. They usually 
pay a higher price than the Vancouver dealer 
pays for an article, to begin with. The chances 
are that they are being sold for less than his 
cost. So that he just does not stock them any 
more. 

THE CHAIRMAN: If nobody else is stock- 
ing them, then this man seems to be doing a 
tremendous business at a loss, 

MR, THOMSON: He is doing as high as 
60 or 70 per cent of the business in British '! 
Columbia on some items. 

THE CHAIRMAN: And he only gets along 
because of the volume? 

MR, THOMSON: He does not make anything 
on that volume, 

MR. WHITELEY: If he is doing it ona 
mail-order basis, how --- 

MR. FORST: His mail order is very small 
in proportion to the whole volume he would be 
doing, 

MR. THOMSON: On the lower mainland, 

MR, WHITELEY: JI am wondering whether 


that could be considered loss leadering. You 
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would hardly expect a I besos customer to be 
unduly influenced, 

MR. FORST: I am inclined to agree with 
that observation, I cannot figure it out. But 
I think he is trying to give the impression that 
it is not loss ieaerente in that sense, that it 
is available to anybody. But I would be safe in 
Saying that the Met tondes phase of it is rather 
small, comparatively small. 

MR. GERIN-LAJOIE: And you say that 
his markup is about 10 per cent on those artic- 
les? 

MR. FORST: Yes, As a matter of fact 
I have an advertisement here from Kelowna where 
some items such as peretsae and things of that 
Kind, ere sold for’ 16ss than cost. That is the 
same type of operation, I suppose. 

THE CHAIRMAN: It seems that if he is 
losing money on all these articles then the more 
he sells the worse off he should be. If he is 
doing 60 per cent of the business in British 
Columbia, he should be going broke, 

MR, FORST: He is very successful -- and 
I say that enviously. 

MR, THOMSON: I agree, 

MR. FORST: He is not losing on his total 
operations; that is fairly obvious, If he is, then 
he is running out of business, 

MR. GERIN-LAJOIE: Is he doing business 


only in the appliances field? 
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MR. THOMSON: Furniture, too, 

MR, FORST: Seen tesoiee per cent is 
appliances, 

MR. GERIN-LAJOIE: Does he have this 
low markup on every appliance item? 

MR. FORST: No, His markup on the 
average appliance wae think his cost would be 
about the same as Mr, Thomson's or mine. His 
cost would be about the same - would be about 
average, 

MR, GERIN-LAJOIE: On how many items 
does he have such a low markup? 

MR. FORST: He sey eae see appliances, 
items up to $40 or $50 -- Mixmasters and 
toasters, irons, kettles, shavers, For instance, 
-- and we do not even sell any shavers -- but 
two or three specialty stores have done some nice 
promotional work in electric shavers. I presume 
they give good ee and they have developed 
a nice business. 

One day this ene and another store 
of the same bua appeared with a shaver ad 
offering a shaver practically at cost, Well, 
you can well imagine what the fellow in the 
shaver business exclusively was faced with; you 
can imagine what would happen 
to him, He is trying to give service, and give 
value, and to promote something relatively new. 
Then, somebody else comes along and cuts the 


feet from under him, 
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MR, FAVREAU: Shaving prices, 

MR. FORST: Yes, shaving prices, 

MR, DEACHMAN: I do not mind quoting 
something that has already been brought out in 
somebody else's brief, if I am permitted to do 
so, lam referring to the brief of the small 
appliances department of General Electric, I 
believe this has already been submitted to the 
Commission, Would it be in order to refer to 
that brier? 

THE CHAIRMAN: Yes, surely; it is a 
public document. 

MR. DEACHMAN: As you say, sir, this is 
now a public document. I refer to page 9 of the 
brief where it says: 

No recital of our problems with loss 
leadering would be complete without 
special mention of Wosk's Ltd., in vee 
couver, 

THE CHAIRMAN: You have now mentioned the 
name, 

MR. DEACHMAN: I note a name mentioned 
in this brief, And, from conversations which have 
been going on, back and fautns I am almost led to 
believe that that is what they had in mind. Mr, 
Wosk, I might say, is a good member of our ae 
ciation, 

MR. FORST: And a good friend of fai 
too, 


MR. THOMSON: He is just smarter than we 
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are, 

MR, DEACHMAN: The brief continues: 
Thies revarter wo selis furniture, 
stoves, major and small appliances, 
hardware and television Pee has 
been one of the most consistent and 
persistent users of our products as 
loss “leaders ivi “all of Canada, His 
activity is proof of how one retailer 
can set the price for a whole province, 
In the five and a half month period 
from October 21, 1953 to April 3, 1954 
he advertised our floor polisher at 
least sixty-four times in the Vancouver 
Province at $44,75, During the same 
period he advertised the Featherweight 
iron fifty-four times at $9.95 and the 
kettle POREy five times at $9.95, 

There was approximately the same amount 
of advertising by Wosk's in the Vancouver 
Sun, All other retailers in Vancouver 
during the same five and arene months 
advertised the polisher five times, the 
iron nine times, and the kettle six 

times in the Vancouver Province, 

The Vancouver newspapers have wide 
circulation throughout the province, 
For instance, in Dawson Creek, which is 
1,331 rail miles from Vancouver, 


26 per cent of the homes get the 
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Vancouver Province. Exhibit 1 shows the 
circulation of the two Vancouver 
papers in several typical British 
Columbia cities and towns. 
And it refers to a table showing ranges in cir- 
culation from 26 per cent at Dawson Creek up to 
as high as 46 per cent at Vernon, 

MR. GERIN-LAJOIE: Can one of you 
gentlemen tell us the price at which you sell 
those items? 

MR, THOMSON: We sold it during that 
period for $44.75, The price now is $39.50, 
because of the excise tax, 

MR. GERIN-LAJOIE: What was the suggest- 
ed price of General Electric? 

MR, THOMSON: $59.50 at that time -- 
although he was supporting the previous price of 
$64.50, I believe. 

THE CHAIRMAN: It is $54.50 now? 

MR. THOMSON: Yes. He still advertises 
at the regular $64.95, which was in existence 
fifteen months ago, 

THE CHAIRMAN: And the price is now a 
sort of general price, below $40? 

MR. THOMSON: $39.50 tia a them for now. 

THE CHAIRMAN: The list price does not 
mean anything to anybody any more? 

MR, THOMSON: Just as they say in the 
brief, he nas estabiished the 1st price, “But, as 


I said earlier, it is just a matter of establishing 
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bis 

THE CHAIRMAN: He has established a sell- 
ing price. 

MR. THOMSON: Yes, he has established a 
selling price, which has become the list. 

MR. WHITELEY: You still stock floor 
polishers? 

MR. THOMS ON : uae we stock them, but we 
do not have them where you could trip over them, 

MR. WHITELEY: Do you have any other 
lines of floor polishers? 

MR. THOMSON: No, The G. E, is so well 
known and so highly Pee ee cere so far as the con- 
sumer is concerned, that it is very difficult to 
try to switch on them. We tried it and it did not 
work out, 

MR. WHITELY: Apart from trying to 
switch, I am wondering whether you stocked more 
than one, 

MR. THOMSON: Well, we normally carry 
Universal, as well; but, even reducing its price 
to the same price as G. E., at $39.50, or S44 75 
as it was then, you could not switch many Rennes 
wives to it. The only reason we did was that we 
were able to buy them at a slightly lower cost. 
But it would not work. We endeavoured to do 
that, practically. We both had the same list, you 
see, 

THE CHAIRMAN: General Electric sells 


on its reputation, That particular item of 
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General Electric sells on its reputation? 

MR. THOMSON: There are quite a few of 
their small appliances which have been household 
words for a great many years ae, tne, Ln 
fact, that a person just automatically puts his 
faith in them. The company has spent a lot of 
ner and the rest of us have spent a lot of 
money in demonstrating them for umpteen years. A 
woman automatically assumes that the G. E. is 
O. Ke. If it was a Jones brand, he would have a 
dicken's of a job doing anything with it. Because 
there are many types of polishers sold at much 
ieee but they get.no play at.all... Your, State 
friend has one at $12.95, I think, And that is a 
bona, ride ofrex. 

MR. FORST: But you should see it! I 
understand it is a piece of tin. rey aenr eee State 
sell quite a few such polishers. 

THE CHAIRMAN: I think we had better 
speak one at a time, The reporter must be going 
crazy trying to follow us. 

MR. THOMSON: He told us earlier that he 
was, 

MR. GERIN-LAJOIE: I would like to refer 
to your second recommendation where you suggest 
that, particularly in regard to food cee the 
government give consideration to some form of legis- 
lation which would make it obligatory upon any 
retailer to supply, upon Bae to any other 


retailer any item at the same price at which the 
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said item is made available to the consumer, 
less an appropriate wholesale discount. How 
would that appropriate wholesale discount be 
determined, in your view? 

MR. DEACHMAN: Mr. Chairman, this 
theory or formula was put forth by Mr, Shelly of 
Saskatoon, and it was discussed thoroughly at the 
annual meeting of the Retail Merchants Associa- 
tion in Edmonton, where he presented his entire 
paper in regard to this; and he told us at that 
time that he proposed to submit it as part of 
his» brief. 

THE CHAIRMAN: It has been done, 

MR. DEACHMAN: It has been done a. I 
believe. We endorsed the brief, in general ae 
ciple, at that meeting; and therefore that clause 
is put in here, I have no great knowledge of the 
workings of it myself, in comparison with what 
Mr, Shelly must have already submitted to a 
but the principal formula was inserted as a recom- 
mendation in our brief in support of what the 
Retail Merchants Association of Saskatchewan and 
the national association are doing to support Mr, 
Shelly's brief, 

THE CHAIRMAN: Mr, Shelly's brief was 
directed toward food retailing. 

MR. DEACHMAN: Yes, It applies almost 
specifically toward food retailing, it would seem, 
But we present that general formula, with recom- 


mendations, 
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THE CHAIRMAN: Your recommendation does 
not specify or limit it to food retailing. I was 
wondering whether you had considered that the cir- 
cumstances might be sufficiently different that 
the formula might be more difficult to apply. 

MR. DEACHMAN: It was only two weeks 
ago that the formula was disclosed to us, and we 
have had very little time to explore it, as to 
its possible application in other fields. 

In section 3 of our recommendations 
here, we mention its possible uses in connection 
with the prevention of MU cianndoaeee man sell- 
ais which is a very annoying thing in this 
provincesand, 1 believe,, in» other provinces as 
well, particularly throughout the Prairies. And 
we have inserted that there more or less with a 
view to being able to explore that field more 
fully, as to its application in retailing fields 
other than food, 

MR, GERIN-LAJOIE: If I may now turn 
to recommendation No, 4 i 

THE CHAIRMAN: Might we have another 
word about No, 3. I gather so far as No, 2 is 
concerned a Mr. Shelly's recommendation - that 
you have not yet had time to work it out in your 
own mind, to work out the application of it, or 
to examine the difficulties in making it work, 
even in the food industry? 

MR, DEACHMAN: And even not too closely 
in food, sir, It gained general acceptance at 


the meeting in Edmonton, but there were some 
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reservations on the part of some food merchants 
there with regard to particular sections of it 

“a3 that it might be found difficult to work out 
and difficult to apply. And so, while we support 
it in principle, it is something we feel needs 
more exploring before it is perfected. 

THE CHAIRMAN: That is, while you sup- 
port 7 in pieifibabies you are not prepared to 
say that this will solve the problem for all 
forms of erates and that you would like to see it 
adopted because of that? 

MR. DEACHMAN: No, not by any means, 

Nor do we want to go so far as to say that it 
solves the whole problem so far as the food 
industry is concerned, 

THE CHAIRMAN: And the third point, what 
do you mean when you say that it is further recom- 
mended that similar legislation be made to apply 
in the case of yublesniteteorigunes selling and 
discount selling? So far as food is pone tied . Mr. 
Shelly's suggestion or proposal applies to discount 
selling, because that is the only kind of case 
where you would get a demand by other retailers for 
the goods, 

MR. DEACHMAN: That is right. 

THE CHAIRMAN: How do you propose to make 
it apply to wholesale-consumer selling? 

MR. DEACHMAN: Wholesale Aoubees partic- 
ularly, in industrial areas and construction and 


logging areas in the interior -- from time to time 
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we receive complaints. In fact we are almost 
constantly receiving complaints by the general 
public living in the area or the place where an 
industrial account operates, or an industrial 
commissary, or something of that nature. Where 
that operates it naturally has destroyed the 
livelihood of the retailer there, where they 
operate in the field in which he is willing to 
stock and maintain and sell. 

THE CHAIRMAN: We understand the 6Pbb- 
lem; but how are you going to apply Mr. Shelly's 
principle of unlidda 1s Chenier selling? How 
would it work? I am not sure that I understand 
what you have in mind. 

MR. THOMSON: The way it works in some 
points here is that some of the manufacturers 
used to give us an undertaking that they would not 
SEL L"EO a retall consumer, ““In Antes if we caught 
them at it ts and sometimes they did get caught E 
they would allow us our normal profit on the 
article on which they had byidaased us. 

In other words, if it was an item of 
$500 and there was a normal profit of $125 in it, 
and they had wypasdabed the dealer, and the dealer 
proved that they sta: then it was up to them to 
recompense the dealer to the amount of the profit 
that he would have made, had he sold the article, 
Now, in some instances they also did that. 

THE CHAIRMAN: It would be rather 


difficult to do in a place the size of Vancouver, 
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where you have a lot of dealers? 

MR. THOMSON: It would nee But he 
normally got caught by one of them. That is how 
he got caught, 

THE CHAIRMAN: The squeaky wheel would 
get the money. 

MR, THOMSON: That is about the size of 
it. 

MR. FORST: pret. one wholesaler, who 
previously was a retailer, and one of the more, 
shall I say, ethical wholesalers, used to have a 
fairly good formula. This particular wholesaler 
was handling many items, and he was more or less 
obliged to supply some items at less than the 
repular list price. That is fairly logical in 
some instances, 

He used to have, let us say, ten or 
fifteen sdaretat and he would give each dealer 
the particular deal in question at a slight Gie- 
count, The dealer would save on the euckeney 
because he would have very little selling cost -- 
because he would actually have done the selling. 
So the dealer could afford to take a lower price. 
And that whedeeerers who was a quite ethical one, 
pleased all his dealers and they all got some- 
bone OUL OL Lt, At the same time he satisfied 
the customers, 

That is one way that the wholesaler 
could eouoparaee with his Bote and everybody 


would gain to some degree, 
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THE CHAIRMAN: That is a little differ- 
ent from the proposal by Mr. Shelly. 

MR, FORST: That is one way of handling 
it. 

THE CHAIRMAN: Mr, Shelly's proposal is 
where one retailer sells at a price which the 
others think is too low; in those circumstances 
they can require him to supply them with a cer- 
tain quantity of goods which they think he is 
selling at that price, which is too low, in their 
opinion, 

I am trying to see how Mr, Shelly's 
principle could be applied to the Ghat eaten 
consumer, I am trying to get at that. Your 
suggestion is along different iines, 

MR. FAVREAU: If one praieeet rs for 
instance, would sell one given item at a wholesale 
price to a retail a en then the retailer 
could force him to sell to the extent of $300 
worth of this merchandise at the wholesale Sitaoe 
less 5 or 10 per cent, 

THE CHAIRMAN: Do you mean to cut the 
wholesale price to him? 

MR. FAVREAU: oo the wholesale price 
being the price at which he sold the customer, 

He is obliged to sell $300 worth at 5 per cent 
or 10 per cent less than he charged the cus- 
tomer, 

MR, DEACHMAN: He has obtained mer- 


chandise from the manufacturer at the 
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manufacturer's selling price, 

MR. FAVREAU: Yes. 

MR. DEACHMAN: That is a function which 
is denied to the reba thiexy who must obtain his 
merchandise at the wholesaler's selling price, 

If the wholesaler is going to use his profit to 
undersell the retailer in the retail field, then 
the retailer, under Mr. Shelly's formula, should 
have some recourse against the wholesaler, to pur- 
chase at that wholesaler's selling price, less the 
appropriate discount applied to the wholesaler. 

THE CHAIRMAN: The price that the nani 
facturer sold to the consumer, less a certain 
amount, 

MR, FAVREAU: Either the manufacturer 
or the wholesaler. | 

THE CHAIRMAN; The same price as the 
other man panat less 5 or 10 per cent o-oehae is 
the Shelly formula. So that it would be the 
price which the manufacturer charges the StABUREE, 
whether that is the regular wholesale price or 
not se whatever it is -- less 5 or 10 per cent, 

If he sold at 10 per cent above his wholesale 
price, that would not do the retailer much Roots 
even though it was a considerable cut to the con- 
sumer, The formula would not work out to help 
the retailer at all. 

MR. GERIN-LAJOTR: Mr, Deachman, in 
connection with recommendation No, 4, you suggest 


that legislation be passed so that the Department 
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of Justice could grant a licence enabling 

vertical arrangements between manufacturers and 
distributors including, I imagine, retailers. 

Would those licences, in your oe give unlimited 
power to make arrangements; or would every arrange- 
ment be under the control of the Department of 
Justice or some officer? 

MR. DEACHMAN: Under the Restrictive 
Trade Practices Commission there is now power to 
investigate cases of vertical integration as well 
as cases of lateral integration, And if it 
already has the power to investigate and to police 
and to report upon such integration, it is not a 
great step to ask that it licence such integration, 
if it proves desirable se that ae Lt) Chey licence 
vertical integration, where there is sufficient 
competition existing side by side on a similar 
item. So that there is no increase in price or 
combining on a lateral basis, 

MR. GERIN-LAJOIE: To take a particular 
instance, do you believe that a licence should be 
granted to a manufacturer enabling — for 
instance, to agree with his distributors on the 
priceecofoca Maced tee and that the government would 
have no say in the price fixed? 

MR. DEACHMAN: I would say this, that if 
the government were satisfied that a Mixmaster was 
an item which met with competition from several 
other manufacturers, perhaps each with its own 


integrated vertical arrangement, and that the 
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channels of trade were not unduly restricted by 
tariffs, and so on which prevented the entry of 
other manufacturers into the field, to compete in 
that (ime; in order to keep it upon a competitive 
pasis, I think there would be an instance where 

a licence could be issued to allow them to engage 
in any form of vertical integration that they saw 
fit to prevent practices of loss leadering, and 
some of the practices which have been reviewed 
here this morning. 

MR, GERIN-LAJOIE: So is it your belief 
that in such cases there should not be any price 
competition at the retail level between retailers 
on a particular Aten let us say on Sunbeam Mix- 
masters? 

MR, THOMSON: Excuse me; it seems to me 
that when you say “competition at the retail 
level" that, so far as efficient operators are 
concerned, the difference’ in their. cost of doing 
business is very, very small, Frankly -- gens. 
it may vary three or four per cent. Let us 
assume that it does, If it is an item worth $4o, 
the biggest variation in the price should be -- 
if the cost of doing business is being considered 
by the dealer 25 perhaps a dollar or $1.25. In 
other words, that is the most that it could 
actually enh if every fairness was being con- 
sidered, “so ifarras price is concerned, 

MR. GERIN-LAJOIE: That is your opin- 


ion, apparently. But do you think that every 
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every dealer in the country would agree with you 
on that point? 

MR, THOMSON : I qualified that by epee 
ing “efficient operators", 

MR. GERIN-LAJOIE: Is it not possible 
new methods of merchandising might develop? Is 
it not possible that we might have self-service 
in the merchandising of Mixmasters and other 
electrical appliances heii and that that 
would lower the cost? 

MR, THOMSON: That would lower the cost; 
youlares correcteai7 that,, mmiother words, if 
een who manufacture the Mixmaster, felt that 
a supermarket could market those things standing 
in a carton, and could do it for less money, then 
it would be up to them to sell them a because 
their prime reason for existence is to sell more 
teahasterds IEE eno Gi They do not care whether 
you sell them or I sell them. The fact that they 
are being sold iS wnat they are interested in, 

MR, GERIN-LAJOIE: But that would 
leave no place for initiative at the retail 
level, It would depend upon the manufacturer 
allowing a discount in such casés, 

MR. DEACHMAN: I think competition at 
the retail level would develop, provided there 
were no restrictions upon the number of ont cahetas 
ers who could enter into a jae to market those 
goods, 


Now, as we stand today, there are some 
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prohibitions against ee ant Japanese, 
British and American goods from entering freely 
into this market to compete against goods of 
Canadian manufacture, 

THE CHAIRMAN: Do you suggest that they 
be removed? 

MR. DEACHMAN: I suggest that it would 
be extremely difficult to prevent combination in 
a restricted Uae and that one way of elimin- 
ating any restriction of price or lateral -- one 
way of levelling competition is to allow all 
goods to sell freely in a market. 

THE CHAIRMAN: I can understand that, 
as a theoretical proposition; but I am trying to 
find out whether your organization would suggest 
that that might be a specific method adopted to 
ensure competition, 

MR, THOMSON: Do you mean the opening of 
the Canadian market to imports? 

THE CHALRMAN: you say it could be sere 
that that is a method by which it could be done. 
What is your attitude toward doing a thing of that 
kind? 

MR. DEACHMAN: I think we have always 
favoured a move toward the lowering of tariff. 

I would like to be supported in that by some of 

my retailer friends, and hear them make that a 
ment on behalf of their good selves, But I feel 
that is the outlook of the retailer, which differs 


somewhat from the outlook of some manufacturers. 
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THE CHAIRMAN: You might have a bit of 
an argument there, on that score, 

MR. THOMSON: Retailing seems to be one 
of the few businesses with no protection, so far 
as IL can see,” The°manufacturer, if he can prove 
his sane can get a tariff to protect him, The 
farmer gets protection on his products. Labour 
gets protection by way of unions. So far as I can 
see, the retailer at this particular moment does 
not have any form of protection. I do not say 
that we are asking for it, but I do say that we 
should have at least orderly marketing condi- 
tions within reason, We do not want an umbrella 
to hide under, frankly. We would like to see the 
market just a little more orderly and a little 
Morey?ratn. 

MR. GERIN-LAJOIE: My question regarding 
your recommendation No. 4 is this: do you not 
believe that this particular recommendation would 
take off any incentive for the retailer to develop 
new and cheaper methods of merchandising? 

MR. FORST: I think there is an answer 
to that question, As Mr. Thomson has pointed out 
Carlier, thesdifference in the cost of merchandis- 
ing certainly cannot vary too much, There are 
certain fixed costs, and one cannot avoid them -- 
taxes, rent, and a certain amount of advertising. 
And advertising is in ratio to sales, So if you 
do not advertise you do not sell; and all costs 


go up, too, 
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So there are certain fixed costs, It 
is true that one man might merchandise maybe 5 
or 10 per cent less than the next man. There 
might be that variance, But in abolishing the 
list price, a situation has gone to the 
point where they have taken all the profit off, 


that means that somebody is using a certain 


item -- not to sell it as a service to the pub- 
lic -- but to just use that for bait or as an 
attraction, 


If it was used on the basis of, as it 
has been suggested, one merchant merchandising 
lower than tie then I would say it would be 
a most reputable way of doing pices but I do 
not think that is the end result of what has 
occurred, 

MR. GERIN-LAJOIE: Let us consider for 
a moment different methods of merchandising be- 
tween one retailer and another, I have in mind 
methods which may not have been developed at all 
at the present time a for instance, self- 
service in appliances. To my knowledge that does 
not exist, 

MR. FORST: It does to a limited ex- 
tent in the United States, certainly it does. 

MR. GERIN-LAJOIR: I am just trying to 
think of an instance, 

MR. FORST: It is a good point and well 
taken. If a merchant wishes to be more aggressive 


-- well, we have mentioned Mixmasters, and that 
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happened to be a trademarked item, But there 
are a dozen different mixers on the market, and 
I am sure a merchant would have no difficulty in 
getting a mixer that would give good satisfac- 
tion and good service, And if he wanted to mer- 
chandise it for mane he could. do so, 

In fact, I have an instance of that 
kind. We did it on several occasions in my own 
firm, If we felt that we had a list price and 
COula Fob sell 1b lec that en that it was out 
of reach of most people, we got a mixer that 
cost less and promoted it and advertised it. It 
was a lower cost item, one which had a lower 
Se lige. peice, 

MR. GERIN-LAJOIE: That is one aspect 
of the problem; but it is not a complete sol- 
ution. 

MR. FORST: Certainly if one merchant 
finds a lower method of merchandising, it will 
not be long before another merchant will find the 
same method, or develop some method; and the next 
thing you know the price is back to the same 
level again. And the manufacturer -- of course I 
am not defending the manufacturer, because that 
is his problem -- but I think the manufacturer, 
once he discovers that possibility, will soon 
Jlower his list price so that everybody can get 
in on the same basis. 

THE CHAIRMAN: In your opinion is there 


some process of that kind taking place in the 
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appliance field? 

MAYO PORS Te" Yes, at is)” to-a degree 

THE CHAIRMAN: And do you think that 
has hastened or slowed down; has it been hastened 
or slowed down by what is taking place since the 
abolition of resale price maintenance? 

MR. FORST: I think the abolition of re- 
sale price maintenance up to now has mainly come 
out of the dealer's margin, and not out of the 
manufacturer's, Manufacturers! prices have not 
dropped in relation to retail prices, 

THE CHAIRMAN: What I am thinking of is 
this, that we had one illustration in eastern 
Canada, in an eastern city, of a man who said that 
since the abolition of resale price maintenance he 
had begun to operate on the basis of a markup of 
about 18 per cent, instead of the more or less 
regular markup that had existed previously, 
running to about 30 per cent or 35 per cent. He 
told us the result was some increase in his 
business and, so far as we could see, no substan- 
tial change in his way of doing business. 

But he pointed out that there was a 
very great increase in the amount of his sales. 

He estimated that in this year his sales would be 
from eight to ten times what they were prior to 
that change. And, instead of being in a position 
of loss leading, so far as he was concerned he 
was making more money than he did before. 


He pointed out that in his view, with 


‘< ee 


dead siatd? 9 


ead esate eoeta gabsisd at dae ee Bk bala 6" 
coonsnedatsm ening laser ‘to hors trode te 
-ot TO nobttiods ‘odd antdd I + TARO vor | 
o item asd wor of ow ebnenedatam osiaq ean 
edt ‘to duo don Bae olga e! ae iaeb edi to duo | 
too avai agotaq ‘aroniostunen | Latqond obtonem 
_asotng Itsder of sotistet ‘a! pedqoxb ° 
ot to gatsintdd ma T gadw MAMALAHS stent fit) 
nredase of mofdexsaulit eno bad sw “yadd: .atad 
dad? bise odw tam @ to . Zito axedas® m8 nt vabstrs 9 
an sossnodntest eokrg elarer to yotsifods edi ssats 
4o qinkrEm 6 to atasd end wo ederaqo ot mugged bed’ - 
aRel 3O etoM ads ‘to pastemt ,tmeo weg BL Ivods- 
ylauotverg peuen ee bat Jatt quvtam reluget’ 
eH .dmen ted @& <0 dnso rea OF duode of ga toons 
ait ak daseront anon esw dideet eid av biLod 
-nadadue on .998 bivoo ow eb 781 Ca , bas sesntend 
_prontaud aiitod to yew afd at ayastio Lets 
a wuew oxedd Yacdd duo bedntog of sua 
“nelse ain 40’ 3: dqwone attd gt seseiont Jaer wrsy 
ad bivow esise als aeey-etdd at ted betautdao oH. 
od roa o18W qodd tedw sont ot tdate mort 
nokdbeod g at gated ‘to pesvarh spared Janis 
off Heeraoven ssw oat ee teY on ,arthsol daot “to 
Raped ost ned? yenom etom anbiem saw 
jou it fo 150 Seno ane 





The Chairman 


- 2791 ~- 


regard to a great many kinds of appliances, the 
reputations which those appliances had obtained, 
and the reputations of the manufacturers for 
producing good, sound and standard articles, was 
such that the process of selling was not very 
difficult, and that most of the buyers were not 
looking for much service, because they did not 
think it would be needed, 

He was able to operate very well on 
this much lower margin, and make a great deal 
more money than he had made before, He would 
not have been able to do that if everybody else 
had done the same thing, of course. But it does 
seem to indicate that if his view was right, that 
something of this nature was taking place, whereby 
due to that type of article having become so 
well established in the public mind, the amount 
of salesmanship and service formerly required was 
no longer necessary. Therefore a smaller margin 
might be sufficient for the retailer. 

MR. THOMSON; Let us assume -- and you 
have brought this out yourself, and it seems to 
me very sound ae that that man is correct, and 
that we all went on 18 per cent. What would 
happen to him and all of us then? Is he not able 
to operate on 18 per cent only because a con- 
dition exists whereby certain others cannot; nor 
could they because of the fact that everybody's 
volume would have to go up eight to ten times to 


support a markup of 18 per cent. Consequently it 
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is quite logical that a big portion of them must 
go out of Subandees to operate on that basis, 
Otherwise he could not do it -- except for the 
fact that somebody else is operating on a higher 
basis, 

THE CHAIRMAN: It certainly involves a 
higher volume of business, But if conditions are 
such that demonstration and selling processes for 
each article are considerably reduced, then you 
can hardly say there is justification for main- 
taining the same sales force and the same number 
of establishments to sell the same number of 
goods, 

MR, THOMSON: Of Baieaet over the years 
our costs of doing business have been reduced. 

We are pricing on a lower base than we used to, 
all the way through the piece, 

THE CHAIRMAN: In bringing this matter 
up I am merely trying to get your opinion as to 
what is taking place, I have pointed out that 
we have had this statement made to us -- that in 
this man's opinion the selling of appliances 
already had shown some change in the whole 
picture; so that it was possible to operate 
quite successfully and practically on a lower 
markup than used to be the case, 

And he thinks -- and I believe he was 
giving an honest opinion es that the situation 
which exists today in the appliances field is 


radically different from that which existed a 
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number of years ago, and that a smaller margin 
is all that is necessary. Because it takes less 
time to sell and less service is required. On 
poth of those headings, the operational costs 
should be down, 

MR. THOMSON: The only thing is to find 
out how much he was making out of that in indir- 
ect financing, which did not show on the surface, 
and which he would not have to charge. 

THE CHAIRMAN: I do not think he was 
doing any financing. 

MR. THOMSON: All cash? 

THE CHAIRMAN: Turning it over to a 
finance company. 

MR. THOMSON: He could still have a re- 
serve account on it, the same as we do, Then, 
particularly in the East, they do not pay for 
delivery, or anything like that, <A customer 
comes’ in for-an"article, out of the crate. 

THE CHAIRMAN: He was delivering. 

MR. THOMSON: He was delivering, out 
of that 18 per cent? 

THE CHAIRMAN: Delivering and install- 
ing, and he had one man doing service work. And 
if an item turned out to be sufficiently defect- 
ive and seemed to require a lot of work on it, 
he said that he would tell the customer to 
send it back,and that he would either supply 
another or give him his money back. 


MR. THOMSON: What volume category 
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would he be in, if you do not mind my asking. 
Would it be $1 million, $2 million or $3 million 
-- something in that order? 

THE CHAIRMAN: This year, about half a 
million. 

MR. FORST: There is no doubt about it, 
that he is getting business at the expense of his 
competitors. And his volume has stepped up in 
relation to his costs. Some of his costs obvious- 
ly have not caught up to him yet, because I know 
we have been in the appliances business since 
1930 and we find sometimes that we pay this year 
for last year's business, and so on, 

If, as was pointed out a moment ago, 
every dealer went on the 18 per cent basis, the 
next thing you know the advantage of the man who 
has the volume goes down; and the next thing you 
know he and all the other dealers might very well 
be out of business, 

There are many factors entering into 
it. We cannot judge from what has happened in 
the last eighteen months as to what would be the 
final outcome of this whole thing. 

THE CHAIRMAN: But I am trying to get 
your views. This man told us the story I have 
told you, from his experience, as to what was 
happening. I would like to have your views. 

MR, DEACHMAN: Did he market television? 

MR. WHITELEY: Yes. 

MR. DEACHMAN: What was his markup? Did 
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he indicate what his markups were on television? 

THE CHAIRMAN: On all his appliances 
they ran about 18 per cent. 

MR. THOMSON: About 18 per cent, across 
the board. 

THE CHAIRMAN: It might be one or two 
points up or down, but that was about it. 

MR. WHITELEY: He said also that he was 
one of the largest sellers of automatic washers in 
Canada. 

MR. THOMSON: I would not think so, if 
his business was only half a million dollars. 

MR, WHITELEY: He said there was about 
$100,000 in that one item, 

MR. THOMSON: In Montreal? 

MR, FAVREAU: Yes. 

MR. FORST: It seems strange that markups 
could be lower now than they were before the war = 
except for one factor, that the acceptance of 
certain appliances might be greater. There are 
many appliances that have greater acceptance. But 
with the one exception of that one factor, all 
other costs of doing business have gone up. 

THE CHAIRMAN: But selling prices have 
gone up too, so that the perce rtage markup might 
be higher. The same percentage of profit on a 
higher-priced article produces more money to pay 
your costs, 

MR. FORST:; Mueh of your business is 


based upon the percentage of your selling. 
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Because you figure your rental is usually on that 
basis, and you figure your advertising, and you 
figure your salesmen's costs, or the ee on 
a percentage, Even your buyers work on a per- 
centage of business done. So that much of your 
percentage is taken up by cost of doing business, 

But it seems funny to me that now, with 
all costs increasing -- delivery costs have 
increased and service costs have increased, Every 
factor in business has increased; and yet, there 
seems to be a tendency to decrease the margin of 
profit. It does not make too much sense. What 
was wrong with it before the war? I think some of 
us were pretty competitive before the war, 

MR. WHITELEY: But of course your vol- 
ume is very much higher today. 

MR. FORST: I wonder if it is much high- 
er in ratio to your efforts to get that volume. 

THE CHAIRMAN: That is just what this 
man said, that that was the case és that he has 
much more volume in proportion to the effort used 
than he had formerly se less service and less 
sales talk. He said, "I do not waste my time 
telling people what they already know, And there 
are still a lot of salesmen who do that." That 
is the way he put Gs 

MR, DEACHMAN: In other words, he is 
able to capitalize on the fact that his goods have 
been Scone is that right? The selling cost has 


been absorbed in latter years by other parties, to 
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some antares in that when the housewife goes out 
to buy a Mixmaster she knows exactly in her mind 
what the Mixmaster is, and she is desirous to 
have that particular article. 

She has examined it and felt it, and 
probably she has operated one. She knows what 
she is buying, just as well as she knows what she 
is buying when she buys an orange. And so it is 
not hard for her, at all -- if she has the money 
and wants to spend it -- to walk into a store; and 
it is not hard for him to sell it to her, 

In other words, part of his selling cost 
is already absorbed by the manufacturer and by the 
other retailers. 

THE CHAIRMAN: The marketability of the 
thing has been catepatahed, yes. He made that 
quite clear. In his view most of the standard 
manufacturers of electrical appliances had 
achieved reputations over many years for producing 
good, sound, standard products. All you had to do 
was to mention that the product was made by so and 
SO, Or SO and so, or so and so, and people were 
Satisfied that it was a good article. 

MR. DEACHMAN: What about new products? 
Did he handle those? 

THE CHAIRMAN: He does sell automatic 
washers on a big scale, yes. 

MR. GERIN-LAJOIE: He said that even new 
articles were advertised nationally by the manu- 


facturers themselves, 
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MR. DEACHMAN: Yes, they are. The mere 
name itself presold the article. 

MR. THOMSON: Just try that on a dish- 
washer! 

THE CHAIRMAN: In his view the reputation 
of the manufacturer had a great deal to do with pre- 
selling to the public. 

MR, FORST: Say, for example, that this 
man's business is probably trebled or multiplied 
several times, his overhead obviously has not gone 
uprin ratic erin is a fine thing to achieve in 
pusiness; if you can, 

THE CHAIRMAN: I think that is true; 
it has not gone up in ratio, 

MR. FORST: Right away otherswill try 
and attempt to do the same thing in the same area. 
The next thing you know his volume will go down, 
back to where it was before when he was making a 
considerably higher margin of profit. And he 
will be making only the same margin that he is 
making now, What is going to happen to him? In 
other ora his costs remain the same as they 
are now, or pretty close to it a because there 
are certain fixed costs he can not eliminate. So 
it is only a matter of time until somebody catches 
up with him, 

THE CHAIRMAN: He may be able to 
operate pretty efficiently; and if he can do the 
volume he is doing, with the staff he has now, he 


is a smart operator, 
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MR. FORST: If he gets half a million 
now, and gets about $150,000 43 which could very 
well happen -- and his fixed costs remain the 
same, then I am afraid he will not be making much 
money, or remain in business very long. That cer- 
tainly happened before the war, As soon as' the 
dealer tried to reduce his gross from a minimum -- 
and it certainly was higher than 18 per cent -- on 
items such as major appliances, he soon found him- 
self out of business, 

THE CHAIRMAN: It is merely a question 
of whether the process has gone on with regard to 
a large number of these appliances so that, in 
the public mind, they are largely reese and 
the retailer does not have as much to do to make 
a sale as he had formerly. If that isso, there 
is justification for expecting a smaller markup, 
because the retailer does not have to spend so 
much time in making a sale, And he can do other 
things in the same time, 

MR, THOMSON: Was he the lowest cost 
operator you had before you ae a cost of 18 
per cent? 

THE CHAIRMAN: I would not say that, off- 
hand, 

MR. THOMSON: I am just curious as to 
what the costs were ee approximately. 

THE CHAIRMAN: I do not recall specific- 
ally as to that, with regard to some of them, at 


all. But I do know that they fluctuated up and 
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down, considerably. 

MR. FORST: I do not think we would have 
to worry too much about the manufacturer setting 
up his list price too high, or enforcing a too- 
high list price, I am afraid the manufacturer is 
the first one in the matter of business to start 
cutting the margin of ese once he feels that 
the dealer is going to get by and pay his bills. 

I do not think he is too much concerned 
about how well the dealer lives. He is only oe 
cerned about moving his goods, 

THE CHAIRMAN: He wants the dealer to 
live, 

MR. FORST: Yes -- he wants him to live, 
to be sure, But he feels that so long as he can 
get by, he is satisfied. And I think the manufac- 
turers lieth prices: wild, nots be too nigh .at 
least, the manufacturer will not maintain them too 
high, provided the dealer can work on a lower mar- 
gin. 

THE CHAIRMAN: He will not enforce them, 

MR. FORST: He did not before the war, 

THE CHAIRMAN: You are not suggesting a 
complete repeal of the legislation as passed, But 
you are suggesting that the manufacturer should be 
able to make vertical arrangements to stabilize 
prices, Well, does that not involve pretty well 
fixing list prices? 

MR. THOMSON: It is another word for it, 


I would say. 
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THE CHAIRMAN: It is quite like it, to 
Hes Duy isi 16 NOU SOIng COVenrorce 16, what 
ts sone use OL TUy 

MR. THOMSON: The only thing is that the 
retailer then can handle a line of merchandise of 
a manufacturer ms and some of them will enforce 
their position. In other words, one manufacturer 
may choose to enforce his and another may not. 
ane Tealer then has nis’ choice, He can decide’ to 
go on the cut price operation of one manufacturer's 
theory, or he can operate on the fixed list of 
another, 

At least he is not, after spending a lot 
of time and money in advertising and merchandising 
a given line over a period of time, having that 
cut out from under him by somebody else who wishes 
to spoil that particular position, competitive 
position, he has in the country. 

In other words, he can choose which side 
he wishes to play on, and go along with that. And, 
in addition to that, as Mr. Forst has said, they 
will not give you too much of a markup. There is 
not a manufacturer who would begin to be interested 
in operating on the net profit of any retailer in 
the city of Vancouver. You can read that in any 
financial paper any day of the week, The products 
or Genera Eiceorte. Westinghouse and General 
Motors, and all the rest of them -- their net on 
sales would make us look like a bunch of hams, 


Because they make a net profit that any of the 
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rest of us would be very very happy to do, They 
will never allow us enough to make as much as 
they make; of that I am sure, 

THE CHATRMAN: Do you mean on each art- 
iclie? 

MR. THOMSON: Percentagew2se,on their 
dollar sales. G. E, in the United States last 
year were something like 9 per cent or 10 per cent, 
and when they g2¢ down to about 6 per cent, after 
taxesne they stars torcry.)  Wellgntheret is not a 
department store in the United States that has 
been able to onerate on that basis ve a chain 
Store hone retariewyeto my knowledge. But that 
is what the manufacturer does. So I do not think 
he will ever ailow us enough profit to do what he 
is able to do himself, frankly. 

THE CHAIRMAN: It may be that the manufac- 
turer's» sales, in proportion to his capital invest- 
ment, may be higher than it is in the case of some 
dealers, anyway. 

HIS THOMSON: His financial statement 
looks nice when you read it, 

THE CHAIRMAN: That is not the way they 
talk to us. 

MR. THOMSON: I realize that; but I read 
their statements. 

MR, FORST: Thinking of this operator, on 
a basis of 18 per cent, 1 feel that the consumer, 
as well as everybody elise interested in the matter 


of marketing --- and we are all in it together -- 
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feels that the thing that he buys should have a 
certain stability, particularly when he is buying 
an item such as a refrigerator or automatic wash- 
er or television set. They feel there should be 
stability. 

If I was a consumer I would be after 
stability there, as well as after it as a dealer. 
One dealer says, "I can operate at 15 per cent", 
and the next day Jones comes along and says, "I 
can operate at 15 per cent" Me and next day the 
price comes down, The consumer has just bought at 
a considerably higher price, but next day he finds 
that the price is lower. 

Even this dealer who thinks he is doing 
a good job for his consumer and for himself, is 
not doing a good job in anybody's eyes next day, 
because somebody else is already lower than he is. 
But this dealer might very well not be able to 
operate lower. He might just do it, knowing that 
this one particular dealer is operating at this 
price, He might have some way of operating for 
less, or he might not even operate for less at 
all. He might even be going out of business, 

But he could ruin that other dealer who is doing 
so well at 18 per cent. 

In other words, there seems to be some- 
where along the line where there should be some 
Se ae because now the consumer has no pro- 
tection, the retailer has no protection, and the 


manufacturer has no protection. 
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THE CHAIRMAN: I am just a little bit 
confused by part of that argument which seems to 
be chise that the consumer who buys from the man 
working on 18 per cent markup instead of the reg- 
ular markup of 30 per cent is quite annoyed over 
that fact, because somebody else may offer a cut, 
may offer goods at 15 per cent markup the next 
day. He would sooner have paid 30 per cent mark- 
up than the 18 per cent he did pay. That does 
not sound just right to me. 

MR. FORST: I am inclined to agree there 
-- the consumer should buy at the lowest possible 
price, 

THE CHAIRMAN: He feels happier when he 
does; he feels happier when he gets the lowest 
price, 

Perhaps this would be a good place to have 
a recess, 

--~- Recess. 


--- Upon resuming. 


THE CHAIRMAN: You may proceed, Mr. Gerin- 
La joie, 

MR, GERIN-LAJOIE: You talk about the num- 
ber of outlets at present as a possible cause of 
any chaos one might find in business. I have here 
a quotation from Mr, K. C. Johnson Davis' book, 
Control in Retail Industry, published in 1945 in 
Great Britain, He says -- and I would like to 
know your opinion, as to whether you agree with 


his view of the problem --- 
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The object of a price maintenance 
policy is to ensure to the distributive 
side of an industry a measure of freedom 
from the uneconomic competition, so that 
distributors and dealers are enabled to 
retain a reasonable profit on their 
Sales, and so keep free trom prejudice 
the distribution, display, sale and 
service of their respective manufac- 
turers! products. 

An¢G then, jatver ors 

Profit margins, adequate at 
present when no longer seriously prej- 
udiced by price abelian es: may easily 
lose their virtue ss a -source or iive- 
lihood when volume is whittled away 
between over-abundant dealers. Increas- 
eo Margins offer no solucvion, for 
they merely Sees ee des- 
Cructave cycle of peaction, 

And then, in conclusion he says: 

the control of numbers in the 
trade is the crux of the long-run 
aspect of price and profit bas eeerien: 
and therefore demands the attention of 
all trade associations, 

And later on: 
It follows, therefore, that some 


form of limitation is to be advocated 
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whereby control may be exercised on 
those seeking to enter the retail 
side of an industry. 

Would you agree that one of the prob- 
lems now is not only, and perhaps not mainly, 
price control -- resale price maintenance -- 
but the control of the number of retail outlets, 
and that there should be possibly, if a remedy 
is needed to the problem you expose in your 
prief, that remedy might be found in the control 
of the number of outlets? 

MR. DEACHMAN: I think, sir, that the 
numberw of outlets. controls itself on’ the basis 
of efficiency to operate in competition, I think 
the Financial Post survey, to which we made ref- 
erence this morning, indicates what controls the 
number of outlets, and exactly how that is done. 
Eighty-five per cent of those who entered the 
retail fieldtand othertfields” faired because 
they were incompetent to operate in those 
fields; and it was very quickly determined, at 
no one's expense but their own, as to whether 
they were capable of operating and serving the 
publiie. 

MR. GERIN-LAJOIE: Is it not possible 
that the control of the number of outlets is 
self-controlled, if I may use that word again -- 
as long as you have a control of prices at the 
retail: devel? But if you did not have that 


control of prices there might be a different 
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situation. And if you want to remedy the pres- 
ent chaos,.as you.call it, and if there is need 
for a control, then is it your view that it 
should be made only from the standpoint of price, 
and not from that of the number of outlets? I do 
not know whether I am right in this, but it would 
seem to me that one is apparently the complement 
of the other, I do not know if you would agree 
with me on this, but possibly the margin of 
profit per unit might be smaller, having a 

larger volume, if you have a smaller number. 

MR. DEACHMAN: No, I do not. I cannot 
see how arbitrarily limiting the number of out- 
lets by some form of licensing or legislation 
or examination to determine efficiency is going 
to provide more opportunities to select a better 
form Oof.netailer, or provideva petter service 
to the consumer. 

Let me give a couple of examples... The 
Steinberg boys were one happy family, with their 
mother, operating a poor corner grocery store, 
Let us suppose that the Steinbergs had flunked 
on their retail examination; where would we be 
in the advancement of supermarkets today, if 
that had happened? 

And if bipeueie had been prevented 
from practising mathematics simply because he 
flunked, in his youth, an examination in math- 
ematics -- as he did -- where would the theory 


of relativity be today? 
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In other words, you have to allow 
people to exercise their own wills in these 
matters, and to survive or to fall, if they 
wish, 

THE CHAIRMAN: In a matter of entering 
business you think they should be allowed to make 
their own mistakes? 

MR. DEACHMAN: Yes, I think they should 
be allowed to make their own mistakes. 

THE CHATRMAN: But you do not go that 
far with regard to prices, altogether? 

MR. DEACHMAN: Well now, in regard to 
prices, I think they should be allowed to make 
their own mistakes and make their own arrange- 
ments, We ask merely that we be left alone to 
make our own arrangements, provided they are made 
in a free and openly competitive market. 

I think prices will then find their own 
proper level, A moment ago Mr, Gerin-Lajoie 
brought up the matter of self-service in connec- 
tion with appliances -- which might bring the 
rates down considerably in some cases, After 
pre-selling has taken place in perhaps a price 
maintained market to the point where there is a 
penera. acceptance On, Let us say,"a polisher or 
an ironer, or whatever it may be, then undoubt- 
edly those will enter the field in some other 
form, except in the highly specialized form of 
selling those, face to face with a good sales- 


man who knows every nut and bolt of them, 
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until the public has gained acceptance of them. 

I do not think any manufacturer would 
be able to maintain or to hold the price of that 
article, or to hold the form in which it would 
be retailed. It is bound in time to have 
established itself on such a basis, when it is 
as well known as an orange or an apple, And 
when it has gained that state of acceptance, it 
is open for self-service. The thing that made 
self-service possible was, first of all, years 
and years of establishing the reliability of 
certain branded lines in the food business, 

THE CHAIRMAN: Yes, and then pack- 
aging. 

MR, DEACHMAN: Yes, packaging -- corn- 
flakes, and packaged goods of all kinds, Things 
had to be sold. In the old days you judged 
oatmeal by the number of weevils you could find 
it it. The only way you could sell oatmeal was 
by having the housewife convinced, by means of 
a face-to-face argument, and letting her sift it 
through her hands, and convincing her that you 
had fewer weevils in your oatmeal than the next 
retailer had. Now she knows that she can pick 
that box of oatmeal off the shelf, and she 
will not find a weevil in a whole bin -- ina 
year's buying of oatmeal. Consequently, self- 
service is possible at a much lower cost. 

MR. GERIN-LAJOIE: But does that not 


show that, let us say, self-service in the 
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appliance business would have to be started 
with nationally advertised brands? 

MR. DEACHMAN: The ones in which a 
thorough pre-selling job had already been done, 
yes. 

MR. GERIN-LAJOIE: And how would that 
be possible with prices maintained by the manu- 
facturer? 

MR, DEACHMAN: By maintaining prices -- 
I think what you are attempting to impute is that 
the price will be maintained at, let us say, full 
service level at all times. I do not think any 
of those who advocate price maintenance advocate 
that that would be possible. 

Eventually, once those are well estab- 
lished, they are certainly going to have to move 
to lower levels of price. And the thing that will 
set those lower levels of price will be high com- 
petition from what are commonly called kicker 
lines, Is that not so? 

MR. THOMSON: Yes, 

MR, GERIN-LAJOIE: Let us take the case 
of the Mixmaster again -- and we have use@ it 
before as an example -- at $59, Now, if it sells 
for $59 at your place, and at Eaton's and at the 
Hudson Bay canary: why would anybody buy it at 
a self-service store? One would expect to buy it 
at a cheaper price, I should imagine, at the self- 
service, So where would be the incentive? That 


is the question I am asking -- and I am not 
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expressing any opinion. Where would the incen- 
bive becto devetop selr-service,~ if retail 
prices are maintained by the manufacturer? In 
such a store of course you would have lesser 
service than you have in one of your stores, let 
us say. 

MR. THOMSON: Another thing that enters 
into this picture sb again taking the Mixmaster 
for the sake of argument -- is that it is pract- 
ically the same from year to year. But I would 
point out that on most articles, such as refrig- 
erators, ranges and the like, there are new 
yearly models with completely new features coming 
out all the time. And you would not sell them 
on a self-service basis, unless somebody was 
selling them without self-service, to point out 
what these things were, In other words, somebody 
must bear that cost. 

MR. GERIN-LAJOIE: Is that not now done 
by the manufacturer in his advertising in the 
newspapers and on large signs and on the radio, 
and so on? 

MR, DEACHMAN: No. 

MR, THOMSON: No, They do not go into 
those details -- to sell a woman with respect to 
those different features of the ’articte, 

THE CHAIRMAN: They do very well on 
television, do they not? 

MR. THOMSON: They do a pretty good 


job, sometimes an excellent job, on television, 
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But what I am referring to is that somebody must 
sell those features when they are new, Let us 
say, for instance, in connection with an auto- 
matic washer, the Duomatic, which sells at 
$679. Someone has to point out the difference 
petween it and the two separate units, Once 
someone has done all that, and presold the 
woman who wants to buy one, then she can walk 
down to the cut-rate place, who does not main- 
tain this service in his Lae and knows 
nothing about the article, and cash in on some- 
body else's selling. 

But it is not quite the same as if you 
left it in the carton and en "Madam, do you 
want a Duomatic?" And she will say, "What is 
that? Levon Wilhway,s tats right in this box. 
You can have it. Just bring @ truck up and take 
it away, for $679 -- just so long as I don't have 
to uncrate it and show it to you," 

MR. GERIN-LAJOIE: But the Commission 
has been told by some people -- and we are asking 
if you agree or not -- that advertisements 
nationally made by manufacturers look after that 
point. 

MR. THOMSON: I do not agree, 

MR, DEACHMAN; Here is the opinion of 
one national manufacturer as to what has to be 
done in order to establish the sale of an 
appliance, This is the marketing history of the 


G. E, floor polisher, taken from their own brief, 
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to which we referred a moment ago, It says: 
We found back in the twenties 
someone had come up with the idea of 
pbuilding a domestic floor polisher. 
And then he goes on to describe it. Then it 
says: 

We secured one machine of this type, 

and our preliminary tests indicated 

that it did do a good job. We nae 

chased nineteen polishers of three 

different makes and over a period of 

two years we loaned these polishers 

to over 200 people to use in their 

own homes, Each person after trying 

out the polisher was asked to come 

plete a questionnaire. 
And then he goes on to set out the Semen ae) 
and the form in which it was asked -- as to the 
shortcomings of the polisher, and how they 
developed various stages, and finally arrived at 
a price which was suggested to them by the doz- 
ens of people with whom they had dealt in this 
questionnaire. Finally they worked out a 
polisher, 

A decision was reached to go ahead 
and the objective would be equal to 
several times the maximum rate at 
which floor polishers had ever been 
sold previously. 


This was a bold step. 
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It is a fact well known to market- 
ing men, but not generally appreciated 
by others, that people do not beat a 
path to the door of a manufacturer who 
builds a new kind of product that no 
one knows about. Man is a creature of 
habit, and generally resists new ideas 
and new things which he later comes to 
value very highly. 

MR. WHITELEY: This is all the manufac- 
turer's activities you are speaking about. 

MR. DEACHMAN: Yes, but what we are 
pointing out is that the mere fact of building a 
better mousetrap does not mean that the world will 
peat a path to your door, 

MR. WHITELY: No, but the questions were 
not directed to any lessening of the manufacturer's 
activities, 

MR. DEACHMAN: But a big selling job 
must be done by the retailer before that article 
is s04id, 

MR. WHITELEY: Yes, but the illustra- 
tions you were giving were all directed to the 
manufacturer's efforts. 

MR, FORST: JI would like to elaborate 
upon that point. I think there is a presumption 
prevailing today that people are sold on every- 
thing that might be available tothem, in other 
words, sold on electric ranges. In this area we 


have a lot of coal and wood ranges which are still 
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peing ica! and we have oil. And they are sold 

-- and automatic washing machines, But it is 
surprising how many impulse sales are made, 

sales which have to be made. People do not just 
come in and say, "I want this, please", They do 
not just say, "Wrap it up". They do not even say, 
"What is it?" You get hold of the customer and 
you interview him, or you get hold of him by talk- 
ing to him at his home or at her home -- or if 
they are in the larger or or going through 

a department, the salesman will talk to them, 

There isa lot of selling could be 
done -- I don't care how much an item has been 
advertised mathonaliy. and so on, It is not just 
a matter of taking a thing off the counter. You 
have been referring to table appliances such as 
the Mixmaster wa although today they are pretty 
well sold, still I would say there is a lot of 
selling has to be done in connection with 
them, 

And I think one of the things the manu- 
facturers are concerned with right now is that 
there is no selling being done, because there is 
no profit in it. Therefore eventually sales are 
going to fall off. There has to be selling done, 
and if you do not sell a customer does not buy. 
They soon find something else that somebody else 
is selling. 

MR. GERIN-LAJOIE: On that point, the 


Commission has been told that the sales of 
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Mixmasters has been going up in the last year, 

MR, THOMSON: The Mixmaster western 
representative told me they were down in British 
Columbia, 

MR. GERIN-LAJOIE: But on the national 
at the manufacturer's level they are up. 

MR. FAVREAU: The over-all figure has 
gone up, 

MR. FORST;: That might be the temporary 
pieture, butrLvde net think it*will last.) There 
may be a new product which will replace the Mix- 
master next year -~- and who will sell that, unless 
there is something in it? 

MR, GERIN-LAJOIE;: The question is as to 
how new methods of merchandising will develop if 
we have resale price maintenance, Is it your 
belief that we will have the same incentive to 
develop at the retail level any new methods of 
merchandising? 

MR, FORST?' I think there will ‘be. “I 
think there are lots of ways of getting around the 
matter of maintenance, 

THE CHAIRMAN: But that is not maintain- 
ing prices, 

Mn, FORST: Sivmean Losaness way. ti, for 
instance, the Sunbeam Mixmaster is too high in 
price, and another manufacturer turns out one at 
a lower ete. and comparable quality -- and it 
could very well be that the other is higher -- 


then the smart merchandiser, who can merchandise 
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for less, will buy the other item and sell it 
for less. He might take a smaller margin of 
profit and buy for less. The other article 
might have no list Sates or it might have a 
lower list price, 

But it seems to me if a manufacturer 
wants to set his own list price, it is his prod- 
uct; he has manufactured it, and he feels that 
it is worth the price that he has set on it. 

That is his problem, He is not the only manufac- 
turer in the field. 

THE CHAIRMAN: The sort of thing that 
Mr, Gerin-Lajoie is getting at is this -- and let 
us put it this way i let us say that there is a 
self-service operator who might be interested in 
putting one of these appliances on his shelves 
for self-service selling. Let us say that it is 
a Mixmaster, which is well sold to the public 
now, 

If the Sunbeam Corporation maintains 
the price of the Mixmaster at a certain definite 
level, will the per eae operator be inter- 
ested at all in putting it on his shelves when he 
has to charge the same price as the other man who 
has salesmen and who are pressing sales, and 
people who demonstrate, and all that sort of 
thing? 

MR, FORST: He might not, but he might 
find another product which is every bit as good, 


at a lower price, 
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THE CHAIRMAN: If he could find as 
good a product at a lower price, he would not 
have much trouble selling it, and neither would 
anybody else. The other stores would also be 
selling it. But you are not getting the necess- 
ary advantage of the self-service method as 
compared with the ordinary retailing method, 

MR. FAVREAU: On that piece of equip- 
ment, 

MR. FORST: On that piece of equip- 
ment. 

THE CHAIRMAN: I am not saying that that 
is what ought to happen with regard to a Mixmaster 
or any other appliance. But if you reach a stage 
in which that is the feasible method of merchan-~- 
dising in that product, if you have maintained 
prices it is difficult to see how that method 
could be used. We are trying to get at your view 
as to how it might be made to operate on those 
goods, 

MR. DEACHMAN: Mr, Chairman, the Mix- 
master Corporation, and its sales people and its 
whole chain of distribution in an economy in 
which, let us say, in the United States, in its 
fair trade states, now is able to set its own 
price on the marketing of those Mixmasters -- at 
the same time it is exposed to competition with 
every other manufacturer of mixers who may or 
may not brand their lines, 


Now, if the idea of owning a Mixmaster 
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pecomes so thoroughly established in people's 
minds that they desire to have a Mixmaster, or 
desire to have a mixer of that kind, then the 
problem of selling a mixer of that kind is not 
Poo.dlT fsculc,) And 1b as" not. very Long berore 
either a major department store or a chain, or 
a food ean: or some other stores will come to 
the manufacturer and say, "Make us something 
that approximates this one. We will sell it 
self-service, or under-cut it, or put it on the 
market at a price where those who are interested 
in price will buy it." 

And Mixmaster, if faced with large 
losses of sales from their particular brand to 
these other brands, or unbranded mixers, are 
going to have to adjust their price. And so com- 
petition forces them to readjust their price- 
maintained price, 

What we say is that it is the privilege 
of the manufacturer and his line of distributors, 
whom he has organized, to determine what they can 
sell that at, and to go out and face competition, 
And in the face of competition they will have to 
decide whether or not they can maintain it, 

The person who is going to make the 
final decision is the housewife. She in the first 
instance is sold on the idea of buying that Mix- 
master, which she considers is a good-looking 
product and something she wants, and something 


she can afford at that price, But it is not too 
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long before somebody else comes along and says, 
"We can do the same thing. We can give it to 
you for less. We can sell it on a cheaper 
method, by self-service, You know what this 
product is, You have seen it in operation for a 
long time. Here it is at 20 per cent less than 
this one which is called a Mixmaster." 

THE CHAIRMAN: You would have a lower 
price, you suggest? 

MR. DEACHMAN: Yes, and they would 
either --- 

THE CHAIRMAN: But would you have the 
same price in the ordinary retail store as you 
would have in the self-service store? 

MR. DEACHMAN: For that Mixmaster? 

THE CHAIRMAN: Yes, 

MR. DEACHMAN; It would have to come 
down then, because Mixmaster would not be able to 
sell at one price in one store and at another 
price in another store, They would not be able to 
do that, 

THE CHAIRMAN: But would the ordinary 
retail store be able to carry on on that basis? 
Because the argument presented to us is that there 
is need for a much higher markup in order to oper- 
ate, 

MR. DEACHMAN: There are all sorts of 
items which have moved out of the hands of the 
retail stores into the hands of the self-service 


stores, some of which have disappeared entirely. 
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Tobacco is a case in point. (In the city of 
Seattle one chain of tobacco stores there, which 
had twenty-five or twenty-eight stores three 
years ago, have now only five. It is a form of 
retailing which is disappearing. Several forms 
of retailing are disappearing -- and we are not 
arguing for the preservation of ancient forms of 
retailing. 

THE CHAIRMAN: It might mean that where 
an article ceases to require the service of an 
ordinary retailer, “it would be ‘handled iIn“a seif- 
service establishment. And if the other retailer 
wished to continue to handle it, it would merely 
be to have it on his shelves for the convenience 
of his customers. 

MR. FORST: I have an example in my own 
firm of how to beat resale prices, if you wish to, 
Before the war, when General Electric and Westing- 
house washing machines, and other nationally 
known brands, were selling at a certain price, we 
decided that we were -- just as you said a moment 
ago -- not competitive, What was the point of our 
handling them? Our location was less desirable 
than most firms of a similar type. 

And so, for survival, we had to think 
of something else. So we bought a washing machine 
that was less nationally advertised. In quality 
I maintain it was the same, or even better. 

THE CHAIRMAN: It was not made by the 


same company, was it? 
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MR, FORST: No, it was not made by the 
same company. Nevertheless it was good, and it 
was a comparable product. We sold it for less 
money. Any consumer who wished to buy our par- 
ticular washing machine could buy it -- and there 
were other firms of a similar type to ours. They 
could buy that washer, The customer got good 
value. But it still does not say that the national 
advertiser was eliminated, He still had his wash- 
ing machine, and he figures because he had spent 
money on it to advertise it nationally that he 
should get more for it x ena so did nis dealer. 

But there was free competition, and 
plenty of it. The only reason was that we felt 
we had to have one advantage, and we would 
create our own demand for our own product. And 
many merchants are doing that today. It seems 
to me that there is a very competitive basis. 

THE CHAIRMAN: It was rather expensive 
for you, was it not? 

MR. FORST: We made a go of it all 
right, and so did the nationally known manufac- 
turers and their dealers, I see nothing wrong 
with that type of competition, 

THE CHAIRMAN: Neither do I, 

MR. FORST: I might say that in that 
Same paper there, the large department store of 
Hudson's in Detroit, took many nationally known 
lines such as Sunbeam irons and toasters and cut 


the price, in self defence, because they were 
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meeting these cut-price stores in the Detroit 
area, Now, these manufacturers might very well 
say to Hudson's tomorrow that they will not sell 
them any more. But I doubt whether they will. 
Nevertheless the manufacturer has that privil- 
ege, We are not defending that manufacturer; but 
we think somewhere down the line there should be 
some control over the situation, 

This store has decided to cut these 
prices on these nationally known products, If 
the manufacturer does not wish to do business 
with them any more, that is up to them, 

THE CHAIRMAN: There is one question in 
that regard I would like to ask, The traffic 
appliances of some manufacturers are not sold 
direct to the retailer by the manufacturer, but 
always through jobbers, 

MR. FORST: Yes, most of them are, 

THE CHAIRMAN: Many of your retailers 
buy from a number of jobbers, and I think that is 
particularly true of those who are doing a fairly 
large volume of business on a cut-rate basis. How 
is the manufacturer going to apply resale price 
maintenance to him? He does not sell direct to 
him, He can only cut him off through his supplier; 
and he cannot tell which supplier -- cannot tell 
very readily -- is letting him have them, 

MR. FORST: I do not think he can con- 
EPO) ib. 


THE CHAIRMAN: Resale price maintenance 
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would not work in that case at all? 

MR. FORST: It does not work in the 
United States, 

THE CHAIRMAN: That was my next ques- 
tion. 

MR. FORST: But at least there is some 
control of the situation; and here there is not 
any. 

MR. THOMSON: In addition to that, there 
is a place where some water could be squeezed out 
of prices, Why is it necessary for General Elec- 
tric to have five distributors here, besides them- 
selves? Why do they not reduce the price to the 
consumer by eliminating a lot of the duplication 
they have set up themselves? 

THE CHAIRMAN: Wel], that is a problem 
we are not investigating, 

MR. THOMSON: That is another trend that 
our friend has been talking about, that can dev- 
elop. 

MR. WHITELEY: Are there any indications 
that the manufacturer is likely to take a more 
active part in local demonstrations? In other 
words, are any of them setting up showrooms in con- 
nection with their wholesale distribution? 

MR, THOMSON: Quite a few have showrooms 
of their own, but they do not put them on for the 
public to go down, You, as a dealer, could take 
a consumer down there to see them, But it would 


not be set up for the public to go in, generally. 
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However, there have been rumours that some of 

the national advertisers will open at the retail 
level in order to distribute their own appliances, 
because they have been kicked around so much, But 
whether that is a fact or not, whether it is talk 
or age: I cannot say. 

MR, WHITELEY: Is it true that in the 
plumbing field, for eyaneie. wholesale distribu- 
tors have maintained displays that the consumer 
may look at before making a choice? 

MR. THOMSON: I believe they do. Most 
of the plumbers do not have much opportunity to 
display. 

MR. WHITELEY: I was wondering whether 
any such tendency was even hinted at in, let us 
say, the appliances field. 

MR. THOMSON: You could not get volume 
on that basis, Most plumbers that operate are 
just one or two-man operations, They will be 
repairing a man's sink, and will be talking about 
something, and they will take him down to the 
wholesale to see it, 

In other words, they do not merchandise 
that type of thing themselves, or display it. It 
is just trying to sell it, when perhaps they are 
fixing a new washer on a tap, or something like 
that, It is a different type of business alto- 
gether. 

THE CHAIRMAN: Then, does any other 


member of the delegation wish to make any further 
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comment or observations before we terminate this 
sitting? I think we have completed all the 
apes isons we wished to ask, 

MR. FORST: There is only one possibil- 
ity -- and I think you asked a question on this 
point -- but it could happen, It could eventually 
force prices up rather than down ba and it has 
gone on for years -- and that is that the manufac- 
turer could become fed up with the situation as it 
is -- and I think some of them are -- and he could 
very well set up his own retail outlets. Then, 
obviously, they could then control their prices 
very easily because it would be their own out- 
lets. 

Take one example of the vacuum cleaner 
mentioned earlier, Electrolux Vacuum Clean?2r 
Company control their price, because they manu- 
facture them and sell them and service them. 

They are one of the highest priced vacuum clean- 
ers on the market, incidentally. I do not know 
whether they are any better or not, they could 
be. Nevertheless, that could be a vaneenty due 
to the present condition in the appliances 
tielay 

And, instead of decreasing the cost to 
the consumer esaie I think most of our discussion 
has been on that phase of the mabees. whether in 
the long run the consumer would be better off -- 
that phase could very well develop, And under it 


of course there would be very few retailers. In 


eer wea y Menkes 
visi lithe Dil ifitest 3 ies ¥ d st " om 
sinaened ete ‘gto at “oneatr | ear 20% ft 
abd so eaten ‘Waitin wer a 
et teudaeve biuos sz _ssoaaeet cae 2 ed puis 
eed’ ot brs <~ eto’ sect Honier qu asoteg sor0T 


-oe tonsa ond dead nt dead Bae -- arse “bY Ho Bho 


tf as ‘hotd aut ta oa 9 2 bet salads brvod toms 
biuoe of bare += pes! niet? "6 shia’ Masti I bas -~ et 
sent? «27 efdu0 Ltsder myo ‘etd qu doe low rev 
esoitg tke? Lordnos edd Biuos yeds egtewotvdo 
~tyo ciwo thend ed ues JE eausood ehtase rev 

| | | ool 

Pere 20 Stgmas end eukt 

censeld muuoa¥ xuloudestt tetites beroldaem 
aunan yerdd santsoed Leotig atédd Lotdnos qotscuino) | 
“liked solvree bre mond Lfee bos sodd omtobt 
-neats muvosy booktg Jeedgid ef9 to sto exe ved? 
wort! ton ob I “eLisdtobtont ,Jesrsa oii? x0 ae 
biuoe word dont 19 todted une OnB youd ‘redid ocliv 

| ou egwonebas?t 5 3d Sluoo tots .ddoledsrevelt ad 
sajomninaed onid at Bots EBHOD aneeeng oily of 

| DEOL 


od dase Sg oan 7 
sofeaoetn 0 Yo faom antdd Ir 

ot soddoda ‘tedden oad 40 ‘eeariq. ‘deitd n10 ‘ead wis 
re the xodded ed bivow wempenoe edd mwa gook od 





- 2827 - Mr. Forst 


fact, there might not be any. 

THE CHAIRMAN: The retailer would be 
merely a branch of the manufacturer, 

Whe POhols wes, Oro, SUS .dlary, or 
direct operations. 

THE CHAIRMAN: It might be argued that 
if Electrolux operate in that Rakietaae at a very 
high price, any other manufacturer of a compar- 
able product, whose goods are handled on a basis 
that permits of a substantially lower retail 
price, would be pretty stiff competition for them, 
and might force Electrolux to come down, 

MR. FORST: Yes, but they have not done 
so yet. It does not matter whether a dealer is a 
separate unit from the manufacturer -- you will 
not sell an item if it is priced out of the market, 
or priced too high for competition, 

THE CHAIRMAN: I was just raising that 
because you could not say which way the cat is 
going to jump in that respect, 

MR, FORST: That is right. 

THE CHAIRMAN: That completes the actual 
hearing for today. Then, of eneees Mr, Deachman 
is free to submit further comments or further fac- 
tual information if he should desire to do so on 
pehalf of the association or, if the association 
so instructs him, at any time while the inquiry is 
going on. 

At this stage I would like to say that 


we do appreciate not only the attendance of you 
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gentlemen here today, but also the very careful 
and thoughtful way in which your brief has been 
prepared and presented, We are also grateful to 
you for the very frank and fair discussion we 
have had during the course of the hearing both 
this morning and this afternoon, We can only 
hope to arrive at some kind of reasonable con- 
clusion if we get the facts and a fair present- 
ation by way of argument on both sides, Because 
we do get both sides. 

Thank you again for your attendance. 


MR. DEACHMAN: Thank you, sir. 


--- Whereupon the hearing was adjourned on Monday, 


July 5 to Tuesday, July 6, 1954 at 10 a.m. 
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RESTRICTIVE TRADE PRACTICES COMMISSION 


IN THE MATTER OF 
an inquiry 


Regarding Loss Leader Selling 


-aQu— 
Hearing held (in public) in Room 414, The 
Court House, Vancouver, British Columbia, July 6, 
1954. 
--O-=— 
PRESENT: 
C. Rhodes Smith, Q.C.,M.A. , LL.B. ,B.C.L. Chairman 
Guy Favreau, Q.C.,B.A.,LL.B. Member 
A. S. Whiteley, B.A.,M.A. Member 
~-O—— 
APPEARANCES : 
Mr. Paul Gerin-Lajoie Counsel for the Commission 
Mr. R. M. Davidson Secretary to the Commission 
~-O-— 
REPRESENTATIONS : 
Canada Safeway Limited 
J. A, MacAulay, Q.C., Counsel 
D. C, McGavin 
J. Kraft Divisional Manager 
Hugh Crawford Zone Manager, Vancouver 
Eric Brackman Advertising Manager, 


and Price Maker 
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THE CHAIRMAN: This morning I under- 
stand we are to have a brief from and on behalf 
of Safeway. 

MR. MacAULAY: Yes, I appear for Canada 
Safeway Limited, Mr, Chairman, and gentlemen of 
the Commission, JI am Canadian counsel of the 
company and also Vice-President of the company. 
For Mr, Favreau and Mr. Whiteley I might say that 
my name is spelled Afton SeSp yes And I will 
not tell “you; Mr. Chairman, “how I spell it. 

THE CHAIRMAN: Well, in thirty odd pene. 
i f°did nov know, I would never Learn, 

MR. MacAULAY: Then, IT have here also Mr, 
D.C. McGavin of Winnipeg, my partner. Then, on 
my left is Mr, W. J. Kraft, who is divisional 
manager of the company. Safeway operates in 
Canada with two Sih RE one division covering 
its operations in British Columbia and Alberta » 
and that is the division of which Mr, Kraft is the 
manager. The other division is Manitoba, Saskat- 
chewan and Ontario, We just operate from the head 
of the ite west, 

Then, Mr. W. J. McCann of Winnipeg is 
the divisional manager of that company. Sitting 
to the right of Mr, McGavin this morning is Mr. 
Hugh Srawrort who is the zone manager of the com- 
pany, for the Vancouver zone, Then, I have 
behind me Mr, Eric Brackman, who is the advertising 
manager and price maker, 


I think these gentlemen will be able to 
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answer any questions you may wish to ask after 
the brief has been subumitted, It was not our 
intention to submit a brief, as very complete 
information was requested from us by the Director 
of Investigation and Research, However, it was 
later indicated to us that we might be of some 
assistance to the Commission if we did present 

a DPLeL « 

Furthermore, we received a letter from 
the Secretary under date May 17, 1954 suggesting 
that the Commission would like to have answers 
to five questions during the hearings in Van- 
couver, And on the basis that we might be of 
assistance to the Commission, and in order to 
answer those five questions, that is essentially 
why we are here, I might say that the questions 
that were asked are questions to which quick 
answers cannot be given, 

THE CHAIRMAN: That is why they were 
asked, 

MR. MacAULAY: That accounts for the 
length of the priers tI woul prerer 1f-0 might, 
to refer just to some portions of the brief as I 
present it, rather than read it in toto, in order 
to save time Eanecaune it is a quite lengthy 
prief. I should like also to make some obser- 
vations as I proceed in the presentation of 
it. 

THE CHAIRMAN: In view of the length 


of the brief, it might not be necessary to read 
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it all, as has been done in most of the other 
cases, But if in the course of your discussion 
you let us have all the essential features of it, 
that would be satisfactory. 

MR, MacAULAY: I shall try to do that, 


It is as follows: 


Why Safeway is Appearing Before Commission 


Canada Safeway Limited welcomes this 
opportunity to respond to the invitation of 
the Restrictive Trade Practices Commission 
and to submit its views on various matters 
under consideration in this inquiry. 

The Director of Investigation and 
Research under the Combines Investigation Act 
has stated the reason for this inquiry as 
follows: 

And you gentlemen are all familiar with the reason 
for the inquiry, so I shali not read that portion 
of the brief, The brief continues: 

The Commission through its Secretary 
has invited Canada Safeway Limited (here- 
inafter for convenience called Safeway) to 
submit, among other things, its views regard- 
ing 
(a) the establishment (presumably by law) of 
a uniform markup for all or most grocery prod- 
ucts; 

(b) the extension to this field of resale 


price maintenance, also presumably by law. 
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(c) legislation of minimum markups. 

Whether any of these measures actually 
would be effective in eliminating the almost 
non-existent amount of loss leadering that 
exists in grocery retailing in western Can- 
ada today is questionable. But this we do 
know -- their effects could go far beyond 
the subject of loss leadering and would have 
the general effect of raising food prices 
to the consumer while at the same time 
reducing the benefits to farmers, 

And as I proceed I shall elaborate on the benefits 
to farmers, because both in Canada and the United 
States Safeway endeavours to deere with the 
farmers in the marketing of their products. And 
if they have a surplus either here or in the 
United States, on many occasions they have called 
for our assistance, and we have put on a special 
campaign in order to help them dispose of that 
surplus, Then, to continue: 

Safeway wishes to say at the outset 
that it is opposed to any laws that will 
raise food prices by requiring grocery 


retailers to take larger profits. 


Scope of Safeway Operations 


Safeway operates retail meat and 
grocery stores and related facilities in 
the provinces of British Columbia, Alberta, 
Saskatchewan, Mee eOUE,, and in western 


Ontario, At the end of 1953, the company 
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operated 139 retail stores and on that date 
it also had five retail locations under 
construction, 

MR, FAVREAU: Are they completed now? 


MR. MacAULAY: No. These supermarkets 


you bulld take quite a long time to build. 


MR. FAVREAU: I do not want to rush you, 
MR. MacAULAY: We are trying to rush 


ourselves in that respect, The sooner we get them 


completed, the better it will suit us. And then, 


to continue with the brief, 


Basic Pricing Policies Followed by Safeway 


Safeway's basic principle of oper- 
ation is to sell a large volume of mer- 
chandise with a low profit on each unit 
sold, Distribution without waste is our 
slogan. Safeway constantly passes on to 
customers the benefits of its ever- 
increasing efficiency. 

As part of the basic program of 
reducing its cost of distribution, it? has 
long been company policy to operate all 
stores under a cash and carry plan. No 
credit is extended to customers (except in 
certain minor instances) and no deliveries 
are made to homes, and no telephone orders 
are taken by the stores, 


We say that no credit is extended, except 


in certain minor instances, We did extend a little 


credit in one district about fifteen years ago, in 
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the province of Alberta, The only credit extend- 
ed, of which I am aware, is that given to charit- 
able organizations or to sawmills which, at 
Christmas time, may want to give turkeys to their 
help. They deliver the orders to us, and then we 
turn in those orders at a later date -- possibly 
the following month, But that is the extent of 
the credit, of which I am aware, It may be said 
that we operate strictly on a cash-and-carry 
basis. 

THE CHAIRMAN: You do not get any bad 

debts in that way? 

MR. MacAULAY: We do not have any bad 

debts, tow? Men: 

The company's pricing policy is based 
upon recognition of four fundamental factors 
and the necessity of keeping these factors 
in balance, Safeway policies are a matter 
of public record and are set forth in a pub- 
lication entitled "Safeway Policies" which 
has been widely distributed to interested 
groups. These four principal pricing policies 
are: 

1. Give consumers the benefit of savings 
resulting from the Safeway method of doing 
business by pricing at the lowest point 
that will yield a reasonable profit. This 
would be the sole element of policy if 
there were no conditions which made modi- 


fications necessary. Because competitors 
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may seek to mislead consumers with "loss 
leaders", the company must prevent such 
practices from permanently injuring its 
competitive position and endangering the 
confidence which its customers have in 
its price structure. Therefore, it also 
is company policy to: 

2. Meet the lowest price of every competitor, 
item by item, day by day and town by town, 
Each town or marketing area is considered 
as a separate pricing problem and is 
studied individually to determine what 
competitive prices must be met. This 
policy specifically provides for meeting 
the competitor's price and not leading it, 
which reflects another element of company 
apie namely, to: 

3. Observe both the letter and spirit of 
laws making it illegal to commit any act 
or cut any price "with intent to injure 
or destroy competition," 

4, Maintain a reasonable -- at least 15 per 
cent -- markup over landed warehouse cost 
on all fresh fruits and vegetables except 
in cases where it is necessary to meet 
competition or move distressed merchan- 
dise, 

Written company policy further speci- 
fies thatprices shall not be reduced below 

(a) the legal minimum provided by provin- 


clal laws; 
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(b) Six per cent above current replacement 
costs on commodities other than fresh 
fruits and vegetables -~- on fresh 
fruits and vegetables the minimum is 
15 per cent, as previously stated. 

When we come along and make statements 
in regard to company policy, it is a great satis- 
faction to be able to produce a booklet in which 
company policies are set out. This booklet was 
printed long before any Commission ever started to 
sit. It shows our good faith in this respect. 
This booklet called "Policies" is revised from 
time to time, and: has’ been In’ existence ever 
since the company started doing business in Can- 
ada, Anyone who is interested in having this 
booklet may have it. A policies booklet is also 
issued in the Unitec States. 

This tells the public how we do 
business, and what our practice is. And so, when 
we come along and make this statement in regard to 
"6 per cent above current replacement costs on 
commodities other than fresh fruits and vegetables" 
we do not have to argue that that is put before 
you simply for the purposes of these representa- 
tions, but we can point out that it has been a 
matter of public record for some time, 

THE CHAIRMAN: Would you let our Sec- 
retary have one copy of that for the record? 

MR, MacAULAY: JI will tell you what we 


have arranged to do, There is a gentleman who 
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was to have brought down a number of copies. We 
propose to have three of them available, I 
believe, as a matter of fact, we can have five or 
Saxe Of, oe or as many as you may need, before 
the day is out. 

Our pricing policy in this Policies 
booklet is set forth at page 43 where it refers 
to the four factors to which I have referred -- 
the basic principle, the competitive position, 
the laws, and then another paragraph with the 
heading "Produce", That begins: 

Maintain a reasonable (at least 15 per 
cent) markup over landed warehouse 
costs on all fresh fruits and vegetables, 
except in cases where :it is necessary to 
meet competition, or to move distressed 
merchandise, 
And then it continues -- and I shall read from the 
booklet rather than from the brief: 

Upward or downward adjustments in 
retail prices shall generally be made 
within the limits of the foregoing 
policies, Adjustments may also »e 
made under the following special circum- 
stances: 

(1) When it: is necessary to make construc- 
tive upward adjustments for the purpose of 
restoring sound prices, when unsound low 
prices have previously existed, 


Some person may lead the price down, and when the 
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competitor leads the price down we follow the 
price, And then, when the trade has had enough 
of selling at a loss, we attempt to be construc- 
tive in moving the price back up to where it 
should’ be. And that is what is meant by the 
first portion of that. 

Now, I have been asked the question, in 
appearing before different bodies -- the milk 
board, and so on -- why does Safeway worry about 
the little corner grocery store selling two items 
at less than you sell them for? 

Well, in the city of Winnipeg there are 
{> dkvcLe corner grocery stores, and if each one 
undersold us on two items, that would be a total 
OF L500 items . 

THE CHAIRMAN: They do not undersell you 
on milk, do they? 

MR. MacAULAY: No, they do not undersell 
us on milk, And so we would find ourselves in a 
very short time in a position where we would not 
be competitive, 

If people could go other places and get 
1,500 items lower than they could get them from 
us, we would soon be out of business. And so it 
is company policy that if the other fellow starts 
it, then we follow, And then we attempt to be 
constructive in bringing the price back up, after 
there has been an experience of that kind. Sell- 
ing below cost does not do anybody any good. 


There is another point. When the other 
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fellow introduces a low price, and we follow him, 
we usually try 3 and we usually succeed a to 
obtain evidence to indicate that he started the 
low price, And if it is necessary to take a 
photograph of his window in which that low price 
is advertised, or a photograph of the sign which 
he keeps outside his store, we do so, If he 
advertises in the newspapers, that is a differ- 
ent story. We just get a copy of the ad. 

And then we show that he advertises 
that low price on that day, and that we followed 
the next day. If he does it by a sign in the 
window, or a sign on the ee we take a photo- 
graph of that and have it available to establish 
the fact that he started it, and that we 
followed, 

I was very much impressed, Mr, Chairman, 
by your reference to loss leadering yesterday, that 
you had to attach some meaning to the word "loss" 
and some meaning to the word "leader", 

If there is below-cost selling, and you 
are going to give some meaning to the word "leader" 
then I say the fellow who starts it is the fellow 
who sells a loss leader. But the fellow who 
follows the price is only trying to protect his 
competitive position. He has to meet that price 
in order to protect his competitive position. 
Otherwise he would lose all his customers. 

And so I say it is the man who is sell- 


ing below cost who, in the first instance, is 
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selling a loss leader. But the second man is 
not doing that; he is just protecting his compet- 
itive position. 

Then, to return to this Policies book- 

let: 
(2) Where a surplus inventory exists of 
a particular commodity or group of com- 
modities and a change is impending in 
the price level on all commodities gener- 
ally, due to excessive production or 
diminishing consumer purchasing power, or 
some combination of the two, Retail 
price adjustments made under such circum- 
stances shall not be reduced below: 

(a) the legal minimum provided by 

provincial laws. 

(b) Six per cent above current 
replacement costs on commodities other 
than fresh fruits and vegetables in 
provinces without applicable statutory 
provisions, Prices on fresh fruits and 
vegetables shall be governed by para- 
graph 4 of this section, . 

And in this booklet -- and I shall not have to 
refer to it again --there are references to loss 
leaders. At page 49 it says: 

Safeway shall not use any product as 
a loss leader, 


And then, at page 30 of the booklet under the 
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heading "Farmer and Producer Relations" there is 
a reference to Safeway's pledge to farmers, It 
states: 

Safeway is opposed to the use of 
fruits, vegetables, dairy products, 
meats and other agricultural products 
as “loss leader" -- the practice of 
selling farm items below cost to lure 
customers, 

And again, at page 38 in the booklet: 

It is company policy neither to use 
milk as a loss leader nor to attempt to 
make an unwarranted profit on its sale. 

Those references to loss leading appear under 
"Farmer and Producer Relations" and then under 
the heading "Milk", And then there is the all- 
inclusive state ment made under the heading 
"Sponsored Brands", 

We will have a copy of this booklet 
filed with the Board, and a sufficient number of 
copies will be made available for all who are 
interested, 

MR, WHITELEY: On the matter of meeting 
the price of competitors, is it the policy of the 
company to have the new price apply throughout 
the territory? In other words, if one small 
store in the se of Winnipeg in one particular 
district reduced its price on one item, does 
Safeway then lower its price generally throughout 


the Winnipeg territory? 
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MR, MacAULAY: I think perhaps I will 
have Mr, Kraft answer the question, as applied to 
Vancouver. : 

MR. KRAFT: Usually not. It is confined 
to the local area in which the price-cutting takes 
place, That is true, except where price-cutting 
has taken place in more than one area of the 
city. If it is taking place in several districts 
of the city, then we would meet the price in all 
our locations, 

But if it is an isolated instance of 
price cutting we would meet the condition in the 
neighbouring store or stones! possibly one or 
two stores, in that neighbourhood, LEeEE 
spreads generally, then we would meet the con- 
dition in all locations, 

MR, WHITELEY: You would do that by 
changing the price in your local branch? 


MR. KRAFT: Yes, that particular 


store, 

MR, WHITELEY: You would not advertise 
that? 

MR, KRAFT: No, we would not advertise 
that. 


THE CHAIRMAN: Does the local store 
manager do that through you, or through the zone 
manager? 

| MR. KRAFT: He does it in consultation 
with his district manager and price maker. But 


the location managers, all of them, have been 








wy bertags Bs enonseoup am ‘rovegn $00 2M ova 


beattnoo at ¢I ,dor ‘ul | TAMA AM 
aevs? aitidus-soltrq odd dotdw at sexs Lsool end of 
aithtduo-sotaq eredw dqeoxo .onrd ef tai  .eosta 


.tevnoons¥ 


edt to sers eno madd som mt eoslq ened asd 


atohiteth Isvever nt eosiq gtissd al dt 22 .ydto 
{fs mf solig edd doom bivow ow sondd .ydto ot to 


| ,actoldsool two 

to donadach hedsfoat ms at th tt dua 
edd mf moldibroo edt team Dbluow sw anidduo eolig 
vo eno yldiaaog ,serode xo stove asbrvodigiesm 
#2 +x ,boodivoeddyion daddy ot .setoda ows 
-to9 ot Jeom biuow ew medt .vilscereg ebsetqa 
,enottsool Ifs mt doters 

ud dscd ob bivow voY sYRIGTIHW ,AM 
Sdonstd LKo0L soy al solxq edd yotpesrio 
xeivottasq dati .eoY sTHAAM , HM 


e710 8 


.sekdrevbs Jom bluow voY :VararTiew , AM 
| Feeds 

eatévevhs don biuow ow ,olf :2TART JAM 
tedd 


-exdde feool end soot sMAMADAHO HHT 


. eos edd tavotdt co voy riquotdt Jostd ob teysasm 


gokdedivenoo mi dt aeob olf 3 THARX .aM 


JuG: sréalsit sotag bre regansm dolrtath abd doth 
seed ovad med} to {is yersgensm aotdsool ext 





: esky - Mr, Kraft 


alerted and have been advised to contact their 
district manager promptly if and when they find 
any price-cutting in their area, They are then 
given the green light to meet conditions, That 
is generally true. 

Once in a while, when price cutting is 
very severe, and it is considered to be of a 
very temporary nature, it may not be met, But 
almost always, it is met. 

MR. MacAULAY: There have been a number 
of references by Mr. Kraft to location managers 
and district managers and zone managers, and I 
think perhaps we had better explain those terms. 

if I understand, they can be described 
in this way -- and if I am not correct, Mr. Kraft 
will correct me, He is the divisional manager 
in charge of operations in all of British Columbia 
and Alberta, Mr, Crawford is the zone manager in 
charge of all operations in the Vancouver district. 
The zone is divided into districts, and there is 
a district manager in charge of each district. 

Is that correct? 

MR. CRAWFORD: Yes, that is correct, 

MR. MacAULAY: How many districts are 
there in your zone? 

MR. CRAWFORD: There are four, 

MR. MacAULAY: There are four districts 
in your zone, for each of which there is a district 
manager. And the location manager is the man in 


the store -- in the particular store, 
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And so this is something that we ex- 
pect, and this is something that we do not have 
to deal with = or Mr. Kraft does not have to be 
told about when it happens. We know this thing 
is going to happen, that we are going to be 
called upon to meet a competitive price. And 
so it is something with which the district 
manager is familiar, and the location manager 
knows about it, and steps are taken immediately 
to deal with the situation, 

Safeway has stated many times in 

its written policies and elsewhere that it 
strongly opposes the use of "loss leaders." 
We might add here -- as we shall develop 
later -- that Safeway does not use loss 
leaders. Moreover, we believe the use of 
loss leaders by any of our competitors in 
western Canada is so rare as to merit no 
concern by anyone, 
What _a Loss Leader Really Is 
One of the requests by the Commission 
in this inquiry has been for a sound def- 
inition of a loss leader. 
And I might say when we received your letter in 
the first instance, one of our difficulties was 
that, while we wished to be of assistance, we 
did not know whether or not we would be allowed 
to use our definition of loss leader in answering 
those questions. And if we could not use our own 


definition we did not know how we were going to 
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answer the questions, 

There was a very, very substantial 
amount of work involved in assembling the infor- 
mation to answer those questions, And if we had 
to assemble the information on the basis of two 
or three definitions of a loss leader, we would 
have had to cease operations for a month or six 
weeks, and to have devoted ourselves entirely to 
the answering of the questions. 

We are making our answer here on the 
basis of our definition of a loss leader, and 
might I say that this was submitted to the 
Director, 

THE CHAIRMAN: That is satisfactory. 
What we have been concerned about is this: be- 
cause of the fact that many people presenting 
priefs have had different ideas about the proper 
definition of a loss leader, we wish to be sure 
that we know what each one is speaking about 
when he talks about a loss leader, so that we 
will know exactly what his complaint is, if in 
fact he is complaining. 

MR, MacAULAY: When I attended your 
opening session in Ottawa the matter was clari- 
fied. That was my principal object in attending 
the opening session -- to have that clarified, 
After I attended the opening session I knew the 
reason behind your views. 

Then, to continue: 


Safeway would like to recommend the 
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following definition of a loss leader as 

a sound and honest one: 
A loss leader is a sale made at a 
price below the lower of invoice or 
replacement costs with the intent or 
purpose of injuring or destroying 
competition or misleading customers, 
By....ts .terms., .this..definition does 
not include or apply to any sale 
made 

(1) in closing out in good faith the 
seller's stock or any part of it 
for the purpose of discontinuing 
dealing in sueh article or prod- 
uct, 

(2) for the purpose of preventing loss 
by spoilage or depreciation in the 
case of seasonal or perishable 
goods ; : 

(3) when the goods are damaged or 
deteriorated in quality and notice 
of that fact is given; 

(4) in good faith to meet competition, 
That definition appears at page 94 of 

the Director's report, We had given him that 
definition pursuant to his request some fifteen 
months ago. Then, to continue with the brief: 
Safeway considers that many of the 
definitions of loss leader which have 


been submitted to the Commission are 
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quite impractical, unrealistic and some- 
times deceptive. Some dangerous defin- 
itions which have been submitted would 
define loss leaders as sales at prices 
below average markup prices or sales at 
prices less than the customary prices 
when the purpose of these low prices is 
to allegedly attract customers to the 
store to purchase other items. 

It should be pointed out that in 
any honest definition"loss" must be in- 
voled before there is a true loss 
leader, Retail grocers know from exper- 
ience that in many cases a quite satis- 
factory profit can be made on an item 
that sells at substantially less than 
the average markup for all items handled, 
particularly if the item is one which 
has a rapid turnover. The soundness, 
from both a public and private point of 
view, of doing a volume business at low 
unit profit has been proven time and 
again, Any definition of loss leader 
that would stigmatize an item that is 
actually profitable is, in Safeway's 
eon! quite inadequate, 

It is important not to confuse loss 
leader selling with selling of distress 
merchandise. Occasionally, merchandise 


pecomes available to retailers at 
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substantially reduced prices by reason 

of bankrupt stocks coming on the market, 

or because surplus farm commodities are 

being moved at low prices, or.for some 

other reason. The sale of such merchan- 

dise by the retailer at correspondingly 

low prices has nothing to do with loss 

leader selling because if goods are 

bought at a low price, they are naturally 

resold at a low price; that is the way 

it should be, in the public interest. 

The fact that many definitions of 

loss leaders would outlaw low prices 

even where such low prices are profit- 

able to the efficient retailer creates 

suspicion that many special interests 

are not so much against true loss lead- 

ers as they are in favour of handicapp- 

ing efficient retailers, 

Now, I listened to the submissions made 

on behalf of the baking industry in Ottawa, I 
happened to be a member of the bread administrator's 
advisory committee during the war. I was asked 
to serve on that committee to represent chains. 
When I was asked to comment on a certain subject 
I said that I was amazed that some bakeries 
were selling twenty-two different items -- that 
they were making twenty-two items in their 
bakeries, Every item you add adds cost. They 
inquired what Safeway did. We said that our 
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maximum at that time was seven items. And 
there is a very great difference in the cost of 
producing seven items in a bakery than in the 
cost of producing twenty-two items. 

In that brief I believe it was 
suggested that any person who sold at less than 
the average markup was selling something as a 
loss leader, 

THE CHAIRMAN: We have had that idea 
put to us, too, I do not know how you would 
determine the "average" under those circum- 
stances, 

MR. MacAULAY: No, I do not know, 
either, But let me suggest this to the Commis - 
sion -- and I put this to the Commission as a 
result of having listened in at some of the 
hearings. Our average markup may be 16 per cent 
or 15 per cent -- we will suppose that that is 
the average, Then, we sell an item at a markup 
of only 9 .per.cent.. «li. we could. sell our total 
volume in that particular item at 9 per cent 
markup, we would make a lot more money than we 
make now on the same volume, 

Or if we could take our present volume 
-- and I think our last annual statement indi- 
cated a volume of perhaps $149 million _. if we 
could sell $149 million worth of nothing but 
one of those items that has a markup of 9 per 
cent, we would make a lot more money than we 


make when we are handling 2,989 items. 
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That is the number reflected by this 
prief, I eee and they are at markups 
ranging from the low indicated in the brief to 
the high indicated in the brief. And we would 
require much less help; we would require per- 
haps much less space and we would have much 
less rent to pay; and our costs would be 
decreased in every respect, 

So anybody who comes along and 
Suggests that if you sell something below your 
average markup that you are selling a loss 
leader -- well, he just does not appreciate the 
facts of business,.or else he is not being 
honest. He has an axe to grind. 

THE CHAIRMAN: Any proposal of that 
kind really involves a uniform markup on all 
goods, 

MR. MacAULAY: That is right -- which 
is nonsense, under present day merchandising. 
And that is all I am talking about here, of 
course, 

Then, to continue with the brief: 

Some Questions Asked by Commission 
In a letter from the Secretary of the 
Commission dated May 17, 1954, it was 
indicated that the Commission would be 
interested in receiving the views of 
Safeway on the following, among other, 
questions: 


"Explain how the 'average! markup 
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is derived from a wide range of 

individual markups and what diffic- 
ulties would be involved in estab- 
lishing a uniform markup for all or 
most grocery products. 

"Describe the effect on food prices 
generally if resale price mainten- 
ance or minimum markups were extended 
widely to this field," 

To answer these and other questions 
and to show the difficulties and disadvan- 
tages in any proposal to legislate higher 
markups for grocery retailers, Safeway 
wishes to set forth certain basic facts 
regarding the grocery business, partic- 
ularly the way a typical efficient, low- 
cost retailer operates, 

How Markups Vary 
There is considerable variation in 
the markups applied to the 2,889 differ- 
ent items sold, for instance, in a 
typical Safeway store, in Vancouver, 
The following schedule show two 
things about such a store ae 
(1) How markups vary on different grocery 
items from under 6 per cent to more 
than 35 per cent; 
(2) The number of items that carry mark- 
ups of different sizes, 


Then, the table to which I have referred is as 
























10° + atihaneaalaag sleencii gil QQ 
oe, A as avoubera ¢xadory "a eat ” “oon 
asdlad Boot i ds0tte ‘eid edPtoesat ecient 
roditiem eats éleaet at ¢tLereros any? exes 
bebnedxs siow ecinlrem mumbstta to sors . 
x 4 pert eked of ylebiw 
anatdesnp martdo pos seed rowens of 9 
-nsvbsarh bos eetdiueltttb edd wore Os bas 
’ torigtt sielatgel od Tseogorq yas af ‘eegad 
yawotee axel iavor yredory rot equntrém 
ri atost ohasd misdues ‘itt? Yeu od Bertetw a 
. -oldt8¢ |  aeentand cre00ts odd grtbrsget 
-wol ,dmstorrre Lestqyt 8 yew ‘orf Uiesiy =) 


saedarege deltater teoo! 





ak motsatrsv etabeeitanoe af assaies 
~aPtLb 088.9 add. od ottays squnis sm ‘i aa 
s at Sonedent 101 wbfos amedt ane |!) 
»tevroonsy ct erode yawsise fsotayd 
: ow wore: eftibartow gatworto? acta 
om Hn al stoda a dove tuods dant 
reovaniyl deivcetine no YteY: sqzohem woll ot) 
stots oF Yneo zg 2 xebas mort emodt 
| tttte8 “199 ee ett on | 
ene etna Yt aa noi ot (gs) . 
_ s@este dneretits to equ v4 . 
as ak poner ores Tt Kottw of efdad erg edt 





- 2853 - Mr. MacAulay 


follows: 
Safeway Markups in Vancouver Trading Area* 
umber of items 

Markup Grocery Produce Meat All Items 
Category % Items Items Items Combined 
@ & under 15 at 3 19 
Sabeeer eal 0 1 Gye 
Cadanne 25 ©) 4 29 
8.1 - 9 43 0 ) 43 
Gob 910 Ae O 5 50 
BRS A ro End 64 O 16 80 
PLCDmSare 100 0 LO 110 
We une ik 5 Beas O de £39 
13.1 - 14 130 9) ts 145 
14 6be, 15 222 0 21 243 
£5 ,ds =16 190 O te 205 
Login LG 260 2 12 274 
Lifeline Le 238 2) 17 256 
1G ab = 19 178 - 15 194 
LO gk 8 20 116 As ca Lo 
20.1 - 2l 127 2 25 154 
ape 2t22 oF 4 af 78 
2201 S23 83 ui 15 oe) 
23.1 - 24 ve x 14 92 
24,1 - 25 Ho 3 19 64 
25. 1Lom, 26 23 4 18 46 
2] SPiamtae ys 45 3 5 aS 
OTsi 23 39 6 15 60 
28.1 - 29 27 fi 9 .s) 
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pereaee Wye weppeaey ot TERA aertan® “Gonbined. 

29.1 - 30 16 10 5 31 

30.1 = 34 aD 6 4 bie) 

Shan se 16 0 tb 20 

32.1 - 33 12 1 1 13 

33.1 - 34 13 i 2 16 

S41 = 35 a 1 it 6 

35 and over 93 # 3 26 1ee 
Totals 248e 59 348 2889 


* Comparable figures for the Winnipeg Division 
- are given in Appendix A. 


# Only one food item falls in this category, 
namely, a spice (ginger). The rest of the 
items are drug and household supply items, 
etc. 

And we have in this table which I have 
placed on the record divided this, as you will 
see, as "Six and under” with fifteen grocery 
items, one produce item, three meat items and 


nineteen "All items combined", I put this 


"6 and under" because there may be -- and I am 
not saying that there are -- but there may be 
some items sold at 5, or under 5 -- there may 


be. But if they are, they come within these 
exceptions here, 

MR. FAVREAU: At page 4? 

MR. MAcAULAY: Pages 4 and 5. They 
come within those exceptions, That is, they 
would be "When the goods are damaged or deter- 


iorated", or "In good faith to meet competition" 


roar ay na 


% yrogetsD ‘Ve 


- -Tevo ‘bas. a 


sei¢ asso 


mobaivid goatnntw we 792, 8 song efdarsqnod * 
A xthneqga at nov ig ors 


aarti t's op, to i 
,amevl yiague bfodeauor & gens ot8 pers | 
oven Z doldw eidsd nid’ ot evar ew bad 
Litw yoy as add hebivib bsover onl s70 beosig 
ere00%g nsettlr ddiw "xebay bas xt8" as 288 
bas amed jeom Serrrd meth souboug eso «amo £ 
| ‘ateid 39 I ."benkdmoo ames £LA" noedoata | 
me < baa -~ bid you exerit aalaced: “ebrs pas 3” | 
od yom orentt dud -« ots erent gedd gaiyss Jon 
em eredd -- 2 tebry 0. <c ts blog amd a0 8 
onodd cohol Ew moo caer ors yond a ged ed 
' ~~ ered ‘enohigeoxs 
; ie ot ashy oa AM | 
yea? ..2 bats t genset STANUAOIN AM, 
edd at dent? ,amottqoons crit ata tw mos 
~1990b 0 degamsb e18 hoog ‘ts a0" of bison 
"nodt-eqn09 doom of agtst boog aI" 10 s"oedarok 
al yen Ai) | . 


i 
n 





- 2855 - Mr. MacAulay 


or "For the purpose of preventing loss by 
spoilage or depreciation in the case of seas- 
onal or perishable goods." 

MR, FAVREAU: I was speaking of page 
4, because that is where you refer to 6 per 
cent as a ee and then you list several 
exceptions which you repeat on page 5, 

MR. MacAULAY: vee that is right. 
I will be commenting on this table later. We 
say there, under the heading "Markup Category" 
"25 and over" x es. items, They are not 
really grocery items. I asked last evening to 
be told what those were and, as an example, they 
are principally hardware items such as clothes- 
lines, mousetraps, toothpaste, bobby pins, 
Airwick -- which is a deodorant a rolling pins, 
knives, spoons, can openers, and so on, And the 
sum total of those ninety-three items represents 
two-fifths of one per cent of our total volume. 

I wanted to give that explanation 

to the Commission so that there would be no 
suggestion that we were putting in the high 
markup category any grocery items, or any 
important item of food. Those are the items 
that fall in that last category. 

THE CHAIRMAN: The brief says there 
is just one food item, 

MR. MacAULAY: vane only one food 
item falls in this category, namely, a spice, 


ginger, The rest of the items are"drug and 
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household supply items" -- and it should have 
said, "hardware", 
For instance, we sell toothpicks at 
5 cents. They might cost us 33 cents. If we 
sell them for 4 cents, perhaps we might not have 
enough profit there. But we cannot sell them 
for 43 cents. We put them up to 5 cents, and we 
have 13 cents on 34 pentae and it makes a high 
profit category. A lot of those items fall into 
that category, which makes some difficulty in 
pricing when you are not able to split a cent. 
Ther turning again to the brief: 
Markups covered by the table 
apply to all items sold by grocery, 
meat or produce sections, 
The schedule is based on Safeway 
retail markups in effect on June 8, 
1954, in the Vancouver trading area, 
Note especially how the heaviest 
concentration of markups is found in 
the 10 per cent to 20 per cent categ- 
ories, 
The average nen incidentally, 
is 16 per cent for the latest period 
for which data is available a0 which is 
for the four weeks ending May 22, 1954, 
And when I say the average markup is 
16 per cent, that does not mean that it is the 
average gross profit. We may have to reduce 


those markups later on for one reason or another -- 



























mbna dr ba = a 


ay - Paint ene : 
o* 





ise 
+0 eeareer ror ‘flee ei eens si to 
‘bw 4 vadneo &€ au decd dighe vert .sdneo 2 
ever Jon Segtim ow agarizeg .2iae0 # ade bat See 
moi? ffee Jomise ow Joe _seradd dPtorg dgvone 
ow bas ada a od au nod? su ow .adneo se 10% | 
figtri s soem +t bos _adne0 ke fo edaeo ££ eved 
odnt fet ensdt ezorld ‘to Jor A .yiogedao ditosg 
rit vaLool Ti Lb emoe setem dotetw Croged so. deg 






.dne0 8 siiqe ot elds Jom ors. UOY. creciw shietra 
‘tetsd ond of aisys gerbera font 
| eidsd ent yd beteveo squirsM 
- (eie007 vd blow emodt Lis od ‘ytags 
| | erordoes: soyboug <0 380m 
vawotee mo beasd ef olubesiog, ont . 
eo ont ao Jostis at equals Lisiox 
,sors galbexd xevuoonsV edd at Heer 
tastveod end wodt eltetooqes eton 
at bro? ok eqinkssat to notdexdneono9 
«noteo dase bits OS ee daao 104 o£ ont 
wha -2ehto . 
uttedasbieat tins agexeve ert? 
bolteq. dasdst edd yo? dase req OF at 
et dordw -=efdsttave et ‘sa8b .dotdw tot 
“ieet (8S Yell gatas oeu wot, ‘esd mis 
ak canteen ogstevs edd yee T. woriw boa | 
eit er at seas nee pg “ded ili aan as 
owen ae ~ a ty ee 
-» asdiens eo apenen ox oa serail 


ee 






- 2857 - Mr, MacAulay 


to move merchandise in order to prevent deter- 
joration, The markup is the markup as applied 
in the first instance. But as we proceed 
further in the brief you will find that the 
gross profit is 14.7 per cent, 
THE CHAIRMAN: That is the weighted 
average markup? 
MR. MacAULAY: Yes, that is right. 
To continue: 
Another schedule has been prepared 
to give a picture of how markups vary 
on common items bought by everyone, 
The following table shows the percent- 
age markups for 85 principal items 
whose prices are reported regularly by 
the Dominion Bureau of Statistics for 
use in compiling the consumer price 
index, These items form a representa- 
tive cross-section of the most common 
items finding their way into the market 
basket of the average Canadian family. 
It shows markups ranging from under 
6 per cent to 41 per cent with an average 
markup of 16 per cent. (The items 
included in this schedule are, of course, 
included in the total of 2,889 items 
referred to in the preceding exhibit.) 
It will be noted that the most 
necessary and highest volume staples, such 


as flour, sugar, coffee, milk, eggs, butter, 
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lard, cocoa and soup and similar items, 
carry markups which are less than aver- 
age, and that the less important foods, 
such as jams, piece. Ppickies,” Gtc., 
tend to be concentrated in the higher- 
than-average markup categories, 

The average markup shown in the table 
on the following page is 16 per cent. We get up 
to 41 per cent only on light bulbs. This is for 
eighty-five principal items, the prices of which 
are reported by the Dominion Bureau of Statis- 
tics, And that is how light bulbs happened to 
get into that category, because it is one of the 
eighty-five items reported by the Bureau of 
Statistics, 

THE CHAIRMAN: They do not include 
cigarettes in that? 

MR. MacAULAY: No, 

THE CHAIRMAN: It is called "Food 
Items"; but light bulbs are not food items, I 
notice that one or two others, ie are not food 
items, 

MR, MacAULAY: That is right. They 
refer to the markups for ei ere —r ve principal 
items the prices of which are reported regularly 
by the Dominion Bureau of Statistics for compil- 
ing the consumer price index. So I suppose that 
light bulbs would enter in that compilation of the 
consumer price index, That is how light bulbs get 


into it. It refers to the cost of living. Then 
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I says 
See Appendix C for detailed supporting 
data from which above table was taken. 
Also see Appendix B for comparable data 
for Safeway Stores in Winnipeg. 
Now, there is not much variation there. 
You will notice that I have not put in the mark- 
up on fresh milk 5 haye notsput it in. It 
is over 5 per cent. We have had a competitive 
situation here, and we got permission in the 
last month or so from the milk board, following 
an appeal to the Cabinet, to build a milk plant. 
Meantime we are proceeding with the building of 
the milk plant here, 
The milk board refused us a certif- 
icate of convenience and necessity because 
they thought there were enough milk plants in 
this area. We appealed to the Cabinet and the 
Cabinet allowed our appeal, after some months. 
And so we are proceeding with the milk plant. 
In the meantime we are purchasing 
our milk supplies from one of the dairies. 
And I think it is just as well if we do not 
indicate the exact profit that is being made 
on the milk. But I can assure the Commission 
that that is to protect his competitive 
position, and ours, 
Let me tell the Commission that it 
is in excess of 5 per cent. We are not com- 


mitting a breach of the minimum markup law in 
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British Columbia. I just make that explan- 
ation as to why the biank appears, 

Now, I might as well refer to Schedule 
A, Appendix A, which comes arter page 49 of 
the brief. The information which appears in 
the brief in regard to Vancouver is given here 
for the Winnipeg area, and it gives the markup 
on all items combined there, It will be noted 
that in Winnipeg we do not sell as many items 
inthe stores as they sell here, There are 
over 200 items less than are sold in the Van- 
couver area, 

You might find some difference in the 
markups, on analysis, The divisional manager 
is supreme in his own division, The divisional 
managers do not contact one another, and dis- 
cuss prices, markups or any other matters, 

They are independent operators. The purpose of 
that is this, that you might have a strong- 
minded, efficient divisional manager in one 
place, and a weaker and less able divisional 
manager in another ETO 

Well, if they are conferring all the 
time, and if one was making all the decisions, 
the manager would never find aretah and would 
not realize the weakness of the man who was 
having all his decisions made for him by the 
other divisional manager. 

So the divisional managers do not 


confer, They run their own divisions. They 
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-do not consult on markups or anything else. 
Their operations are entirely independent 
operations, subject always to the instructions 
they receive of course from the head office of 
the company. 

I pelieve I have given a proper des- 
cription, have I not, Mr, Kraft? 

MR. KRAFT: Yes, that is right. 

MR. MacAULAY: Now, in Appendix B we 
give the same information on the eighty-five 
items for the Winnipeg division as is given in 
the brief for the Vancouver division, I have 
not studied the two of them carefully, or com- 
pared the respective items, but I would natur- 
ally expect some difference -- perhaps not a 
substantial difference -- in many instances, 

I would be very much surprised if many items 
were identical in their markups, for the reasons 
I have given -- that there is absolutely no 
conference between the divisional mangers, 

| And you will notice here that, so far 
as Vancouver is sondemned! at the bottom of 
page 11 I have already referred to light bulbs; 
and the only other item that reaches 30 per 
cent is eating apples, And those items -- 
eating apples and light bulbs ze as pointed out 
at the bottom of page 11, are the only two items 
that are in the 30 per cent or over Peo: in 
the whole eighty-five items, 


Then, turning to this table in the brief 
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Mr. MacAu 


lay 


at page 10, which deals with markups, I would 


place it on record as follows: 


SAFEWAY MARKUPS ON TYPICAL COST-OF-LIVING 
FOOD ITEMS 


(Based on Vancouver Store Costs and Prices, June 8, 1954) 


Name of 


Commodity 
Fresh Milk 


Soap Flakes 
Flour 

Canned Corn 
Gorres 

Peanut Butter 
Laundry Soap 
Butter 

Black Tea 


Veal average 
all cuts 


Corn Flakes 


Toilet soap 

Detergent 

Smoked Picnics, 
bone in 

Cod, smoked 
Table Salt 


Sugar 
Raisins 


Salmon,Sockeye 
Vegetable Soup 


Cocoa 


Markup 


62% 
63% 
1% 
82% 
82% 
0% 
ON 
93% 


11% 
11% 


11% 
11% 


11% 
11% 
114% 


113% 
12% 


12% 
12% 


124% 


Name of 

Commodity Markup 
Tinned Milk 73% 
Rolled Oats 122% 
Sardines 123% 
Shortening 123% 
Fresh Eggs 123% 
Margarine 123% 
Cake Mix 13% 
Cleanser,powder 13% 
Corn Syrup 13% 
Flour, White 

all purpose 13% 
Beef, average 

all cuts 133% 

Bread 133% 
Smoked Ham, 

putt or half 133% 
Peat tinned 133% 
Toilet Paper 14 & 
Beans, dry com- 
mon,white bulk 

or bag 143% 
deminer 15% 
Teer raubeuiy 15% 
Infant's Food 153% 


Average Markup All Items Combined 16% 
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Name of 
Commodity 


Bleach 


Cheese ,plain 
processed 


Marmalade 


Peaches ,Choice, 
halves 


Rice 


Strawberries, 
Frozen, °fancy 


Apple Juice,choice 


Floor Wax, paste 


Orange Juice 


Pickles, sweet 
mixed 


Soft Drinks 


Chicken Gr.A 
Milk Fed _ 


Green ikeasy 
frozen, lancy 


Macaroni 
Bananas 


Beans , baked 
with pork 


Cookies ,vanilla 


Lamb, average 
all cuts 


Salmon, canned 
Fancy Pink 


Pure Pork Sausage 
Prunes 
Grapefruit Juice 


Tomatoes Choice 
a4ts 


Note 
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Markup 


163% 


163% 
163% 


163% 
164 
163% 
17 % 
17 % 


17 % 


17 % 
17 % 
17 % 
173% 
173% 
173% 


18% 
18% 
18% 


18% 
18% 
183% 


19% 


19% 


Mr. MacAulay 


Name of 
Commodity Markup 
Cod Fillet,fresh 193% 
Broom,med.quality 21% 
No, 1 Tomatoes 213% 
Waxed Paper 22% 
Pork Loin Chops, 
centre 223% 
Bologna 23% 
Chocolate Bars UG, 
Cheese ,Canadian, 
med, (bulk) Ug 
Grapefruit OuULgs 
Carrots,Tops off 25% 


Halibut,steak,fresh 252% 
Cabbage 26% 


Tomatoes,fresh field 26% 


Pork Hockless,shldr. 27% 


Celery 272% 
Oranges 273% 
Lemons 283% 
Turnips 283% 
Onions 29% 
Lettuce 293% 
Apples,eating 30% 
Light Bulbs 41% 


See appendix C for detailed supporting 


data from which above table was taken, Also 
see appendix B for comparable data for 
Safeway Stores in Winnipeg. 
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And then, turning again to the brief 
at page Ie: 


How Average Markup is Derived From Markups 
on Individual Items 


The Commission Secretary has asked 
Safeway to comment on how the average markup 
is derived from individual markups, 

As has been shown already, differ- 
ent items carry different markups. Some 
markups are below 6 per cent, A few items 
carry better than 35 per cent markups. 

When the dollar volume of each 
item at its given markup is taken into con- 
sideration and a weighted average taken, 
we come up with an average markup. For 
Safeway Stores in Vancouver, for instance, 
the average markup is now approximately 
16 per cent. 

Why Markups Vary 

As we have just seen, one of the 
most outstanding characteristics of mark- 
ups in the retail grocery business is 
lack of uniformity. Nothing is more 
characteristic of the industry and nothing 
is more important -- for with variation 
comes flexibility and with flexibility 
comes a minimum of costs and the maximum of 
efficiency. 

The following are some of the 


reasons why markups vary from one item to 
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another, The information is based on 

prices and markups in Safeway Stores 

in Vancouver on June 8, 1954, 

Perishability 
Other things being eb iat. a highly 

perishable item is likely to have a 

larger markup than a non-perishable 

item. For instance: 

(a) Highly perishable layer cake (take 
Willman's at 45¢) selling at a 
26 per cent markup, 

(b) By contrast, a popular type of bis- 
cuit (Christie's Ritz, selling at 
19¢ for 8 ounces) sells at a 9 per 
cent markup. This is a relatively 
imperishable item, 

Bulk 
The bulk of an item tends to exert 

some influence on its markup. Larger 

bulk requires more shelf space in the store, 

more floor space in the store stock room 
for storage. Space costs money. Many 
times it will be found that the bulkier of 
two items carries the larger markup. Here 
is an example: 

(a) Compact tins of breakfast cocoa, 
such as Fry's 8 oz. tin selling for 
kod; Markup - 13%. 

(bo) By contrast, bulky potato chips, such 


as 8 oz. package selling for 37¢: 
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Markup - 31 per cent. 

Turnover 
A fast-moving item can yield a 

reasonable profit on a much smaller 

markup than a slow-moving item, That is 

why the most popular brands are often 

found carrying the smallest markups. 

Here are some examples of large 
markups on less popular items in contrast 
to small markups on highly popular eee 
ucts: 

A. Examples of Less Popular, Higher 
Markup Items: 

(i) Apple sauce, in cans (same bulk and 

price as canned nitty selling at a 

17 per cent markup. 

(ii) Slower selling Baby's Own Soap bars 
(2 for 29¢) carries a 23 per cent 
markup, 

B. Examples of Popular, Low Markup Items: 

(i) Canned Milk, fast moving item -- 
selling at 73% markup. 

(ii) Lux toilet soap, fastest selling 
brand (3 for 29¢), carries a 10 per 
cent markup, 

Some idea of how turnover varies for 
different items is given by the following 
data on typical sales of selected items in a 
given week, (The number of Safeway stores 


involved is the same for each set of figures). 
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Fast Moving Items Slow Moving Items 


Canned milk 1. Empress Ginger 
411,888 tins 

sold weekly 528 tins sold weekly 
Sugar 2. Smoked Oysters 
75,510 - 5 lb. 1,938 tins sold weekly 
sacks sold 

weekly 
Lux toilet soap 3. Apple sauce 
32,184 bars sold 12,584 tins sold 
weekly weekly 
Jello 4, Baby's Own Soap 
75,240 pack- 4,888 bars sold 
ages sold weekly weekly 


And so we have some items that turn 
every day, and so we make thirty sales 
the same shelf space as we do on one item 
sits there for thirty days without being 
And then, to continue: 


Cost 





Obviously an expensive item can 
afford to carry a much smaller markup 
than an inexpensive item and still yield 
the same net profit as a less expensive 
item with a higher markup. Take cigar- 
rettes versus candy, for instance: 


A. Carton of cigarettes, at $2.95, 
sells for a 7 per cent markup, 


B. Chocolate candy bar, such as 


Cadbury's selling at 5¢, 
carries a 29 per cent markup. 


Handling Costs 
Handling Costs are a factor always taken 


into consideration in setting markups. 
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Items more expensive to handle may be 
expected to show greater markups than 
items whose handling costs are smaller, 
other factors being equal. 

For example: 

A, 3 ounce package of jelly powder 
(such as Jello Brand selling at 6 
for 57¢ -- 36 packages in an 1l 
pound case) carries an 11 per cent 
markup. 

B. By contrast, bulky, breakable, 
difficult to handle gallon glass jugs 
of Heinz's Malt Vinegar, (58 pounds 
to a case) selling for $1.75, carry 
a 29 per cent markup. 

THE CHAIRMAN: Is the arithmetic right 
in A? You refer to 3; ounce package, 36 packages 
in an ll-pound case, Is that how it works out? 
That is nearly five to the pound? 

MR, MacAULAY: th Preees te packages -- 
108 and 9 is 117 -- 117 ounces. 

THE CHAIRMAN: I think it would be closer 
to fifty packages, 

MR. KRAFT: The difference is in the 
weight of the case, 

THE CHAIRMAN: That makes up all the 
difference ices it? 

MR, KRAFT: I would not swear to it, 
but I think that is correct, 


MR. MacAULAY: We will have our price 
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maker go into it and tell us afterwards, Then 
I continue: 
Necessities versus Luxuries 
Generally speaking necessities, the 
staple edsast carry the smallest markups, 
although there are exceptions where there 
is greater perishability, handling costs, 
etc, Nevertheless, there is a definite 
pattern in this direction, 
A, Examples of Low-Margined Necessities: 
(i) Flour (Robin Hood 16-powna package, 
price 67¢) carries a 7s per cent 
markup. 
(ii) Shortening, such as Domestic brand, 
1 pound, selling at 28¢; Markup -- 
13 per cent. 
(iii) Rogers syrup, #2 tin a 113 per cent 
markup. 
B. Examples of Higher Markups for Luxuries: 
(i) Ginger spice, 13 ounce tin (Empress 
brand, for instance): 37 per cent 
markup, 
(ii) Danis Blue Cheese, selling at 75¢ 
per pound, 28 per cent markup, 
(1i1) Stuffed olives, such as Rose's 
9 ounce bottle: 24 per cent 
markup. 
Traditional 
In a large number of cases one cannot 


attribute either a large or small markup to 
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peri stiaplaity, bulk, cost of handling, 
popularity, etc. In many of these cases 
we find that the traditional competitive 
practice in the given locality is respon- 
sible, It must be emphasized that margins 
for a given brand of a given product will 
often vary substantially from one area to 
another due to differences in local 
popularity, traditional pricing practices, 
and other factors, 

Historically in the Vancouver area 
we find for instance, that butter and 
eggs are given small markups, paper items 
are given larger markups; also we find 
sugar, with a traditionally small markup, 
and bathroom supply one on the other 
hand, with substantially larger markups, 


A, Examples of Traditionally Small 
Markups: 


(1) 5 pounds of granulated sugar, in 
bag, 44¢ selling at 113% markup. 

(ii) One dozen medium sized eggs, 
47d, at 6% markup. 


ie Examples of Traditionally 
Large Markups: 


(i) Toothpaste, Colgate's Chlorophyll, 
35¢ size, at 35% markup. 
(ii) One pox 33¢ Kleenex tissues, at 
23% markup. 
Competition 


As previously explained the company 
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must protect its competitive position by 
meeting the prices of its competitors in 
the trading area, and this may lead to 

a particular markup being different than 
it would have been if only the foregoing 
considerations had been given effect to 
in determining the markup. 

Conclusion 

It should be emphasized again that 
while many, many instances of large or 
small markups can be explained in terms 
of large or small handling costs, turn- 
over, bulk, pertshapa lit yiseve.*) ain 
many other instances such factors are 
not the explanation. In most of these 
remaining cases either traditional 
practices or current competitive con- 
siderations are dominant. 

Furthermore, the grocery business 
is ever changing and what are relatively 
high handling costs or high perishabil- 
ity losses for an item today may be 
reduced tomorrow by new techniques of 
handling or packaging, Consequently, 
margins are continually changing. 

I think that is the answer we gave to 

Mr. Davidson's first question, to explain the 
system of markups. We endeavoured to get the 
idea over as well as we could, as to how that 


was done, 
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THE CHAIRMAN: There is one question, 
just while we are at it. At page 16, under the 
heading of Traditionally High Markups, I was 
wondering TnetAek Historically, resale price 
maintenance had anything to do with the fairly 
large markups. 

MR. MacAULAY: I think so, yes, and I 
will tell you why. We were ordered to maintain 
Betses and we never got down to it. We were 
discussing this among ourselves last evening. 
We were ordered to sell at 35 per cent or 23 
per cent markup, And then, since our operations 
we just never gave the matter any serious 
consideration, 

MR. KRAFT: We have adjusted some 
prices, 

MR. MacAULAY: Yes, we have adjusted 
many of them, but --- 

THE CHAIRMAN: Referring to these 
two mentioned here qin 

MR. KRAFT: That would be true, 

THE CHAIRMAN: These I would suppose 
are drugstore items? 

MR, MacAULAY: vee drugstore items, 

THE CHAIRMAN: They are items on which 
the markups have been traditionally higher than 
markups in the food business, and in which fre- 
quently in the past there has been resale price 
maintenance, Has that played any part in the 


fact that these two items seem to have 
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traditionally higher markups? 

MR. MacAULAY: Of course, in the 
past, while there was resale price maintenance, 
we have refused to handle items where we were 
told to take this markup or that markup. We 
said, "The markup is unconscionable on that 
item, and we will not handle it at all," 

Sometimes you get yourself into a 
position of taking that attitude where you have 
to do without a line ae have to do without a 
line at all. And we got ourselves into trouble 
shortly after we opened up in Canada in 1929, 
where we said that once we bought a product it 
was ours, and that we would do what we liked 
with it. 

Somebody said that we could not do 
that. So, when we proceeded to sell at a price 
we thought was a fair cee we found that we 
were without the product. Then, after raising 
a big fuss for a number of uuey and endeav- 
ouring to get the product, and still being 
without it -- well, we very unwillingly sub- 
mitted. And the next thing we knew we were 
involved in a combines investigation case, 

So we did our best to break down 
this situation, in the early stages of our 
operations -- those persons coming along and 
telling us that once we bought an article we 
were to sell it at a certain price -- at what 


price we were to sell it, and that we could 
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not have it unless we sold it at that certain 
price, We have refused, As I said, we have 
refused on occasions to handle items, simply 
because we refused to sell at the indicated 


price, 


Then, turning again to the brief: 


1x 
Facts About Operating Costs and Net Profits 


In few if in any lines of business 
is the net profit per dollar of sales 
smaller than in grocery retailing. 

Intense competition between gro- 
cery stores of all kinds and sizes 
plus the importance of the principle 
of selling large volumes of foods at 
low unit profit has produced a situ- 
ation where net profits of grocery 
stores seldom exceed 3 cents on the 
coliar Of Baker, 

In Safeway stores throughout 
western Canada, for instance, for the 
year 1953 the net profit to the com- 
pany, after taxes, for each one 
dollar's worth of groceries sold 
amounted to but 2.9 cents, 

Consider the fact that the average 
grocery item sells for about 30 cents, 
That means that the company's net profit 
Ls” only Pepeentounuhs of a cent on the 
average item, Where a selling price of 


30 cents produces less than a penny 
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ere 29 cents would mean a virtual 
loss, 

iat che sat We are Selling 2b. 30 

cents and have only three-quarters of a cent 
profit, then if we sold at 29 cents we would 
have a quarter of a cent loss. I continue: 

For Canada as a whole, Safeway's 
gross profit per doliar of saies in 
1953 came to 14.7 cents. 

From this 14.7 cents, 11.8 cents 
were paid out in wages, rental, equip- 
ment costs, supplies, taxes and other 
expenses, 

Pie ere 229 centre ror net prorit, 

We want to emphasize that any legis- 
lation that would disrupt the retail 
grocery business and increase operating 
costs would jeopardize this very slen- 
der net profit margin. Without profits, 
the future growth and progress of 
grocery retailing would be impaired. 

X 
Facts About Pricing Meat Items 

A study of how meat items are priced 
in a typical grocery store illustrates 
the absurdity of trying to impose unif- 
orm prices or markups in the grocery 
business, 

Take beef in a typical Safeway store 


in Vancouver on June 8, 1954, for instance, 
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Safeway was paying 38 cents a pound 
wholesale for beef carcasses of top 
grade, 
From an average 550-pound beef 
carcass, Safeway was cutting some 37 
different retail cuts (almost 100 
pounds was fat, bone and waste which 
had only salvage value or less). 
These cuts were sold at prices 
ranging from a low of 7 cents a pound 
for soup bone to a high of $1.55 for 
tenderloin or fillet steaks. When the 
fat and bone that is sold as salvage, 
plus the cutting Reece. elt. are 
taken into account, the average per 
pound return to Safeway for that eas 
cass for which the company paid 38 
cents per pound was 43 cents, 
Note in the following schedule 
how actual selling prices on different 
cuts varied: 
Then we say that the average cost to 
Safeway of a carcass of beef is 38 cents a 
pound, The return from the various choice cuts 
is $1.55, $1.05, 89 cents a and then it goes 
down to rendering fat at pnecnn a Cent per 
pound, We pay 38 cents for the over-all carcass, 
and we get down to one-half a cent per pound for 
rendering Pat, and one-half a cent per pound for 


rendering bones, For the waste we get nothing, 
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for the knuckle soup bone we get 7 cents, and 
for beef fat we get 13 cents, and so on, That 
is a highly technical operation, I might 
Suggest. That is you have to be very careful 
with your pricing in order to get your cost 
back, and a reasonable profit, The tables to 
which I have been referring are as follows: 


SAFEWAY BEEF PRICES - VANCOUVER ZONE - 
June 9, 1954 


(Average cost to Safeway of beef carcass: 
38¢ per pound.) 


Retail Price 


Tenderloin or fillet steak $1.55 
Top sirloin boneless (roast 

or steak) Biel v Las 
Porterhouse steak or roast 89 
Sirloin Tip Boneless roast 

(all cuts) .82 
Sirloin steak or roast 82 
T-Bone steak or roast aoe 
Club steak or Wing roast 82 
Inside rolls a fe, 
Waffle steak of9 
Round steak or roast (list 

and 2nd cuts) ma ae 
Rump roast (Shellbone and 

corner) ale 
Beef rib steaks wie 
Flank steaks (boneless) .69 
4 Bone standing rib roast .69 
Rump roast (ist and 2nd cuts) 65 
Round bone shoulder steak .62 


Outside rolls me oe 
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Round roast cross rib end 59 
Heel of round (boneless) [57 
Blake rib roast (5th - 7th ribs) 
wneless a 
Blade chuck roast (blade cut) 052 
Round bone roast shoulder whole “De 
Beef brisket boned and rolled AS 
Skirt Brena. boneless AS 
Boneless stew beef AS 
Average carcass return 243 
Blade chuck roast or steak 42 
Ground beef 85% lean Api) 


Thick short ribs (5th - 7th ribs) 239 


Shank beef, center cuts “eS, 
Round bone at round end 9 al 
Short ribs beef Pe 
Shank beef whole 029 
Shank beef end cut ve5 
Brisket beef (bone in - 5 bones) +19 
Plate’ peer L9 
Beef fat Pe! ki 
Knuckle soup bone OF 
Rendering fat 1/2 cent 
Rendering bones 1/2 cent 
Waste 0 


Then, to continue with the brief: 
The reasons why it was necessary 
to price some cuts at less than 38 cents, 
and other cuts at more than 38 cents con- 


stitute what might be called the facts of 
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life, about the retail meat business, 


We do not think anyone with knowledge of 


these facts would ever recommend a unif- 


orm markup law that would apply to this 


business. 


(1) 


(2) 


(3) 


(4) 


(5) 


Briefly, here are these facts: 

In any beef carcass there are but a 
very limited number of the more 
desirable roasts and steaks, 

By far the largest proportion of any 
beef animal consists of poorer type 
cuts such as stewing meat, short 
ribs.,,.briskets,,.ctc.. 

Also,.some 15,.to 20 ,per.cent of an 
average carcass consists of fat, 
bone and waste which the retailer 
can sell for no more than one-half 
a cent a pound salvage. A lot is 
simply thrown away. 

Obviously, if all cuts of beef were 
priced at the same level or markup, 
customers would buy nothing but the 
top cuts. Who would want to buy 
soup bone if it cost as much as a 
rib roast? 


Consequently, if some law were to 


compel a grocery retailer to charge the 


(a) 


Sane peice fron every, cub ,..nere is 
what most assuredly would happen: 


The first customers in line in the 
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morning would take the limited 
number of more desirable steaks 
and roasts. 

(b) Later customers would have to 
pay the same prices for the less 
desirable cuts or go without, 

(c) A large proportion of the least 
desirable cuts couldn't be sold 
at ail, and would be wasted. 

(ad) The expense of this waste would 
either have to be borne by the 
cuts of meat that did sell, by 
the customers, or the retailer 
would go out of business. 

There is a little error here. I do 

not know whether the correct answer I am trying 
195 to find is 5 or 54 cents, I said before in the 

brief that we paid 38 cents for the over-all 

carcass, and got 43, Here it indicates it is 

53 ones which suggests that we got 433, I 

have asked to have that checked. Then, to 

continue: 

6, The gross profit made by Safeway on 

a typical 550-pound beef carcass 

amounts to only 5+ cents per pound, 

Out of this gross profit must come the 

wages of meat Aaerd! store rent, 

wrapping supplies, refrigeration expense, 
etc. Every pound of meat must be sold 


for what it will bring to make the meat 































eaodea ‘eta ahembtonentis 





‘Vedasot bas 
ot oad blyow sciualiy xetet tay amas 
ae0f ods rot acotag emise eft ysq a 


ssuoddiw 6g 0 sive “sfdextesn’ ” 
Jasel ord ‘to mottrogorq egtst A (o) 
blog od d'mbLios atu sidstieeb 
potasw é¢ bivow pas ite ds 
“pluow odeew 24d Yo Seneqxe edt (5) 
» orld yd ontod ed of saved tortie 
vd ites bth dedd Ison to aduo 
sottsten sit 16 Cexensdens eri 
.aasntand to Juo og biuow 
ob I yee vorne efddtl os ef oxedT 
anivad ms I owiene foortoo ot teddedw worl ton 
arid mt otdted bisa T .addeo $¢ to 2 at batt od 
ffe-seyo edd tot adaod SE bisq aw dsdd telad 
ai 2£ aedsolbat Jr site ~ .c# tog bas (888089 
FEF Jou wa jadd adesguue doldw ataes 42 
7 gt cian? Bensero dara ‘eve of bextes vad 
Sh eal |  gouentdteroo 
no Yewoise ud ob sat arterg | ‘dads eit .d 
aesotso ted iparsoq~088 ssataed & 
f | sbawog “teq atnee 42 qm od adiivoms 
ed?’ entoo Datu dttoug ‘asorg girid® 40 +00 
Jnet erode: cared Jeon tO sogew 
. Semteagxs nottsreytytet , etiqqus satqqetw 
bLos od fem teen ‘to eas oni .od8 
Jsont- etd) alain od gored LEEW TT tot 











(7) 


(8) 


(9) 


(10) 


- 2881 - Mr, MacAulay 


business yield even a small net 
profit, 

Every meat retailer knows that in 
order to sell the less dégirable cuts 
of beef he must price them at levels 
low enough to make them attractive to 
customers. This means that even 
though he pays 38 cents a pound for a 
beef caleass! the retailer must price 
such cuts as briskets, short ribs, 

soup bone, etc., at prices substanti- 
ally less than 38 cents per pound. 

The retailer is not voluntarily taking 
a loss when he prices certain cuts 
under 38 cents per pound. He has the 
choice of either pricing them low, or 
throwing them away. 

Because the retailer can get so little 
on many poorer cuts, and because he has 
to make up for the fact that a large 
part of the carcass is fat, bone and 
waste, the more desirable cuts must be 
priced high enough to give the retailer 
a small over-all profit on the beef 
carcass. That's one reason why many 
cuts sell at 50 cents to 75 cents a 
pound or even higher in some cases, 
Another very good reason some cuts 

sell at much higher prices than others 
is that it is of fundamental importance 
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in the retail meat business to maintain 
balanced movement of all carcass cuts. 
The relative prices on different cuts 
must be carefully related to consumer 
demand for the different cuts so that 
all cuts move in balance. None of the 
cuts must be left unsold, and no part 
of the carcass should sell out too 
fast. All customer demands must be 
satisfied. 

This brings up another point - the need 
for day to day flexibility in pricing. 
If the movement of one cut slows 
down, the stock accumulates, the price 
of that cut must be reduced. In many 
instances meat starts to discolour and 
spoil after fontyeci cnt ee SO 

prompt action must be taken, 

Likewise, if a shift in consumer 
demand moves another cut too fast, the 
retailer has no practical alternative 
but to adjust that price upward in 
order to bring all prices into proper 
balance and maintain balanced carcass 
movement, 

Changes in weather are perhaps the 
biggest cause of changes in relative 
consumer demand for different Sie 
followed in importance by shifts to more 


expensive cuts due to increases in 
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income, 

On a hot vee for instance, cus- 
tomers avoid roasts which require long 
cooking and heat up the kitchen, In 
ieee on the other hand, big roasts 
are in especial demand. 

To deny meat retailers complete 
freedom to establish different prices on 
different ae and to vary these prices 
from day to day as necessary in order to 
balance supply with demand, would com- 
pletely disrupt the retail meat business, 
and would raise retail meat prices as 
well as cause many inconveniences to cus- 
tomers. 

The same principles of necessity for 
day to day price adjustments, and of 
need for pricing flexibility as are 
found in the meat end of the retail 
grocery business apply to retailing of 
produce and other mech enicen though per- 
haps not as dramatically. 

Special Promotion of Surplus Farm _ Products 
Sometimes the freedom of grocery 
retallers to reduce their customary aoe 
ups is very important to farmers in times 

of farm product surpluses, 

On many occasions, farmers and organ- 

izations speaking for farmers have come 


to grocery retailers and asked the help 
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of grocers in increasing the sale of 
this or that farm product that was in 
distress on account of heavy supplies. 

On such occasions, it is customary 
for retailers to put on special adver- 
tising and sales promotions, often at 
reduced margins, to themselves, but 
without asking the producer to take 
less money for his product. Such pro- 
motions not only help improve farm 
income by moving a larger supply into 
consumption but also help consumers by 
directing their attention to the fact 
that the surplus item is an especially 
good buy. 

Many farm products have been given 
special promotional help by Safeway 
Stores in Canada during recent years. 

A typical example of such a promotion 
is given in the case of onions. 

This past spring, the British Colum- 
bia Tree Fruits Board called on the Safe- 
way division manager in Vancouver and 
stated that there was a surplus quantity 
of onions in storage from the 1953 crop 
year. The help of Safeway in pushing the 
sale of onions was requested so that ae 
ers would not take a big loss. 

Instructions were immediately dis- 


patched to all Safeway zones in British 
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Columbia and Alberta requesting that an 
immediate advertising promotion of -.onions 
be undertaken and suggesting that custom- 
ary margins be reduced. 

Within a matter of days, several news- 
paper ads promoting onions were featured 
by Safeway and the retail margin was 
reduced to make onions especially attract- 
ive to consumers, 

The result of this onion promotion was 
that more onions were sold and the B.C. 
fruit board manager subsequently called on 
Safeway and thanked the company for the 
special help given when needed by farmers. 

There have been a large number of 
similar requests in the past from farmers 
and it is Safeway policy to do whatever 
it can to help when reeatcie whenever 
there is a genuine surplus, 

We want to emphasize that an essen- 
tial ingredient to the success of many 
of these special Paiste aera nities surplus 
promotions is the freedom of the retailer 
to reduce his customary markup. 

I did not see this before it went in, 

It is with apologies and with respect and defer- 
ence I read this, 

We cannot conceive of a government 
that would want to hurt farmers by 


denying to grocers the freedom to render 
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such merchandising assistance, Any 
legislation that would freeze retail 
grocery markups at some high level, or 
above some rigid minimum, would tend to 
tie retailers! hands when the farmer 
requested aid in moving surplus products, 
XI 
Past Progress in Grocery Retailing 

The Commission, through a letter from 
its sae vabye has asked Safeway to comment 
as to the bearing upon consumer prices of 
cost-saving innovations in the distribu- 
tive field: 

The comment is simply this -- There 
have been literally thousands of such 
innovations and improvements in grocery 
retailing in recent years, the cumulative 
effect of which has been to lower food 
distribution costs substantially, hence 
saving consumers! money while at the same 
time making it possible to pay farmers 
more for their products than would other- 
wise have been the case, 

Some of the improvements in retail 
grocery operations can be observed by 
Shoppers, though the largest proportion of 
the improvements have been in work methods 
and so-called ess talee operations, 

Better bdtinbdeers baat: handling and pack- 


aging have reduced spoilage, Work methods 
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have been scientifically studied and 

simplified, The cleanliness, attractive- 

ness and convenience of layout of stores 
have been improved. Consumers have been 
better served although at lower costs 
through widespread changeover to self- 
service, Large parking lots have helped 
make shopping easier, Generally, the 
efficiency of store operation has been 
improved. Customers are better served, 
volume of sales per store has been 
increased, and costs reduced, 

As a consequence, although wage 
rates and equipment and building prices 
have been going up during the past several 
years, grocery retailers have been able 
mostly to offset these increases, to 
reduce their average percentage markup, 
and at the same time to continue to make 
a reasonable profit. 

A few examples of some typical small, 
concrete cost-saving improvements are as 
follows: 

(a) The scientific planning of the store, 
so that the merchandise can be moved 
from the back storeroom to the store 
Shelves with a minimum of effort and 
waste steps; 

(b) Scientifically designed shelves in 


stores so that they are easy to stock 
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as well as more convenient for cus- 

tomers, 

(c) Scientifically designing the snack: 
out stands in stores to handle a 
larger volume of merchandise in 
faster time -- by placing the scale, 
the cash register and the checkout 
stands in proper relationship to one 
another so that there is a minimum of 
motion by the checkout clerk; 

(ad) Use of an order invoice form with 
code numbers in place of cumbersome 
written reports to facilitate the 
ordering of merchandise by the store 
manager with the minimum expenditure 
of time, Time in making out orders 
was cut from ten hours to two hours 
thereby. 

To illustrate the cumulative effect 
of such factors as the foregoing, here is 
a comparison of average realized markup 
percentages of Safeway stores in Canada 
twenty years ago with those in 1953 and 
1954: 


Realized Markups figured as 
per cent of sales, including 


cost of warehousing - 


1933 24 5% 
1934 Pope 
1935 19.5 


1936 18.9 







= 


; 
™ : ; a 7 7 
+ - - 40 : 
_ wy One ‘s 
velsAoeM .aM ~ 8888 - a a te 
\ 






























-aue tor saiiaiiiecgenesh mel 
~woado aid aestnabane ltsorisaste © 
6 9fhast od agiose at. abasda tuo 
ak, Sathcadozas to, qmufov segist 
tsa aris aolosig Yd -- emits, tedast 
duonopdo orld bow xodatgor. eso ents 
a0 Ot qtdesotisLot tagerg st abaste 
to mumiotn s st exedd Jedd o8 sodtons 
 gaivelo Suonioarto odd yd aoltom 
igkw mot eotovnt xebro as to eet. (b) 
omosiedmyo to soskg of ersdmun 9boo 
ond edsiiftost of adtoges sedd try 
etote ait yd seloasdotom to grtrebto 
cist toreqxe mumintin eid ditw toasnsm 
arepio suo gailzism af emit .emtd to 
exvoal, owt od, anuod sed mort duo Baw 
| | “deeds 
partie evidsluao oft, stertaul ii of 
: al ever Qohogsrot edd e6 atodt oe fous, ta 
quite besileed syateve Lo. noalisqnoo & 
| sbersd st setota yswets® to segsdneoteg 
7 | bas €8Cr at saodd ddiw ogs axsey yiisews 
: | sik lag ipl eengloer ee: 


nieve: DO» % 





B.S jodhs @ (Se ol 
Log 





~ 2889 - Mr. MacAulay 


2937 18.0% 
1938 18.8 

1953 (Vancouver only) 15.7_ 
1954 (Vancouver only 16,4 _ 


THE CHAIRMAN: I think the increasing 
volume per store probably would be entitled to 
some of the’ credit Tor that. 

MR. MacAULAY: Yes, perhaps so, The 
volume per bubet and the higher prices, But 
Lf there Le" initiation, Our expetises are paid 
with inflated dollars; our merchandise is 
bought with inflated dollars and our gross 
Profit is" in ini laved“doliars, and our fet 
profit is in inflated dollars. Of course we 
say we go after more volume; but the volume is 
to some extent due to prices, as you mentioned 
yesterday, Mr, Chairman a3 InCredsed prices. 

THE CHAIRMAN: I was thinking of the 
increased volume in goods rather than the 
increased volume in dollars. 

MR. MacAULAY: That is true, 

THE CHAIRMAN: Where it is increased 
volume in dollars your costs might go up in 
proportion, 

MR. MacAULAY: That is right. 

Then, oO continue with the brier: 
(Historical data for Safew'y was 
figured on basis of warehousing 

and retailing com ined, so current 


figures are shown on same basis in 
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order to give true comparison, Pre- 

retailing functions account for 

about 2 percentage points of the 

markup. Realized markups are the 

same as ordinary markups, except 

that they are reduced by the amount 

of spoilage and competitive mark- 

downs, etc.) 

It is to be noted particularly that 
the reductions in markups in the past 
twenty years have been accomplished while 
at the same time retailers have been able 
to pay very substantial increases in wages. 
Wage costs constitute approximately 50 per 
cent of the cost of store operations. In 
Vancouver, in 1938, an experienced male 
grocery clerk was paid $22 for a work 
week of forty-eight hours. In 1954, the 
same clerk is paid $67.50 for a work 
week of forty hours, Wage rates have 
thus more than tripled, At the same 
time, there have been very substantial 
increases also in equipment and other 
costs. 

The foregoing indicates that consumers 
purchasing at Safeway stores have benefit- 
ted substantially by reason of cost- 
saving improvements of past years. At the 
same time, we are confident that the future 


holds promise of many more such savings in 
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retail grocery operations, It is very 
possible that in the future grocers will 
do business profitably on average markups 
of 6 per cent to 8 per cent, or even less. 
THE CHAIRMAN: Is that a prediction? 
MR. MacAULAY: It is our opinion that 
that is the trend, And that is our hope. And 
when you were discussing yesterday the average 
markup, well, if you ever attempted to write 
into a statute an average markup of, let us say, 
16 per cent, the efficient man would come along 
and, in six months, he could make it 15 per cent 
or possibly 143 per cent. And by the time you 
got the law changed -- which usually takes some 
time, if it involves an amendment to a statute -- 
the consumer has been without the benefit of 
efficiency during that lengthy period, And 
there would be a continual race for an adjust- 
ment of markup. J suggest, with deference, 
that any suggestion like that is just not 
practical, 
Then, to continue with the brief: 
It cannot be too strongly emphas- 
1260 . eee that such cost reductions 
can take place and be passed on to con- 
sumers only if retailers are not forced 
to adopt arbitrarily higher or rigid 
markups by some unfortunate legislation. 
Any legislative attempt to establish 


a uniform or high markup, or any law 
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authorizing manufacturers to fix monop- 
Olistically high food prices through 
the device of resale price maintenance 
contracts, would be a blow to the 
development of more efficient grocery 
retailing. 

The obvious interest of consumers 
and producers as well as retailers them- 
selves in low food distribution costs 
provides compelling grounds for not 
introducing any legislative barriers 
to full progress in the retailing 
p= Wo Ke 

THE CHAIRMAN; It is now about 11.30. 

You have been talking pretty continuously, Mr. 
MacAulay. Perhaps a break of five minutes would 
be welcomed, 

MR. MacAULAY: Yes, it would be. 

--- Recess 


--- Upon resuming. 


MR. MacAULAY: The first question 
asked by the Secretary in his letter to us was 
this: "Does Safeway receive a satisfactory return 
on cigarettes at 30 cents a package?" The next 
heading in this brief is devoted to the subject 
of cigarette profits, and it is as follows: 

Cigarette Profits 

The Commission has asked Safeway 

whether it obtains a satisfactory return 


on cigarettes at 30 cents a package. 
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We are happy to have the opportunity 
to make the record clear on this subject. 

First, Safeway does not sell single 
packages of cigarettes at 30 cents. 

However, for the prices Safeway 
obtains for oie bene whether sold in 
single packages at 31 cents, 3 packages 
at a time for 89 cents, or 10 packages at 
a time (by the carton) for $2.95, the 
company does obtain a satisfactory and 
reasonable profit. 

What is more, to require any higher 
retail markups on cigarettes, hence higher 
prices to consumers, would deprive those 
customers who choose to buy their cigar- 
ettes at Safeway of the benefits of an 
efficient retailing system. 

At the price of $2.95 per carton, 
Safeway makes a reasonable profit, and here 
is why:- 

(a) The cost of a carton of cigarettes 
landed at the Safeway warehouse is 
$2.69, This leaves 26 cents to cover 
the expenses of warehousing, cartage 
to stores and retailing, plus a profit. 

(ob) By contrast, a carton of assorted 
individual cereals of about the same 
bulk and weight carries an upcharge of 
5 2/3 cents over landed warehouse cost 


to cover the same functions. 
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Even though percentagewise, cigarettes 
in cartons carry only an 8 per cent 
markup compared to 14 per cent for the 
cereals, it is plain that in dollar and 
cents terms, cartons of cigarettes have 
the larger spread, with 26 cents against 
5 2/3 cents. 

When relative turnover is considered, 

we find that cigarettes are one of the 
fastest moving items in the store, even 
faster than variety packages of cereals. 
Another comparison shows the profitable- 
ness of cigarettes to Safeway at $2.95 

a carton. The average ton of groceries 
costs Safeway $394 and sells for 

$463 -- a gross upcharge of about $69 
per ton. (This figure is based on 
current tonnage and cost figures for 
Safeway in Vancouver). On the other 
hand, a ton of cigarettes costs Safe- 
way $6,563 and sells for $7,198 ral an 
upcharge of $635, When the much 
greater gross per ton of cigarettes is 
considered, against their rapid turn- 
over and ease of handling, it is 

obvious that cigarettes are much more 
profitable than the average grocery item 
stocked by Safeway Stores in Vancouver, 
even at $2.95 a carton. Any notion 


that Safeway is loss leadering 
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cigarettes has no foundation in fact. 
You might be surprised that we refer 

to cigarettes in tons. But the trend in the 
grocery business is to weight. Many years ago, 
in the early days of our operations in Canada, 
bananas, oranges and all fruits were sold by 
the dozen, People who came in first got the 
larger oranges and the longer bananas, while 
those who came in later got the smaller oranges 
and the shorter bananas. But they all paid the 
same price, And so, I believe Safeway can 
take credit for starting this sale of fruit by 
the pound rather than by the dozen. 

THE CHAIRMAN: That does not apply to 
all the fruits, does it? 

MR. KRAFT: All fruits and vegetables, 
except berries, 

THE CHAIRMAN; Are oranges sold that 
way? 

MR. KRAFT: By the pound, 

THE CHAIRMAN: In some other chain 
stores oranges are not sold that way? 

MER. OKHAPT: tefhatelis notiselinsourss it 
is all by weight. 

MR, MacAULAY: Mr, Kraft telle me that 
they have complete tonnage records on everything 
they sell. We can tell how many tons of mer- 
chandise, including cigarettes, leave our ware- 
house each day. It does seem strange for the 


person who is not absolutely familiar with the 
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food business to hear talk about some of these 
articles in tons. But that is the up-to-date 
trend, to consider everything in tons, the 
number of tons of merchandise leaving a ware- 
house. 

THE CHAIRMAN: Weight in proportion 
to bulk, and the number of transactions involv- 
ed, enters into the picture? 

MR. MacAULAY: Yes, that is right. 
Then, to continue with the brief: 


Difficulties Involved in Establish- 
ing a Uniform Markup For All or 


Most Grocery Products 


This is one of the questions 
regarding which the Commission through 
its Secretary has invited Safeway to 
make specific comment. 

A uniform markup corresponding to 
the present average markup in a given 
store, would necessitate raising the 
prices on many food items, and partic- 
ularly on the most necessary food items 
which customarily carry the lowest 
markups . 

Of 2,889 items in a typical Safeway 
store in Vancouver, 1,095 items sell at 
less than the present average markup of 
16 per cent. A uniform markup would 
therefore require that 38 per cent of 
the items sold by Safeway have their 


price increased. 
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Examples of price increases which 
would be required in the event the present 


average markup were made uniform for all 


items is as follows: 


Price 
under 
Present uniform Price 
Item Price markup of 16% Increases 
Coffee Seay $ 1.49 12d 
Sugar ot 46 o¢ 
Ground beef per lb. 239 oY 5¢ 
Butter O4 {67 3¢ 
Shortening .28 229 1¢ 
Bread (two 16- 
ounce loaves) we5 26 1¢ 
Ere, Ete Ete Ete 


Such increases in prices would 
obviously hurt consumers and force effi- 
cient grocery retailers to take larger 
profits than necessary. The greatest 
harm would be done to low income consumers, 
whose purchases consist substantially of 
staple items. It is these staple items 
which now carry the lowest markups and 
whose prices would have to be raised most 
if the average markup in a grocery store 
was made uniform for all oroducts. 


THE CHAIRMAN: You would have to reduce 


the markup on a lot of these, or you still would 


not have a uniform markup. 


MR. MacAULAY: That is right. 
THE CHAIRMAN: In order to get it uniform 
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if you merely raised those below the average 

and did not do anything with the higher ones, 
you would raise your average and still be out 
of ine. 

MR. MacAULAY: Yes, we would have to 
bring ‘down the others. The mousetraps and the 
toothpicks would have to come down. 

MR. FAVREAU: But your cost-of-living 
items would be raised? 

MR. MacAULAY: Yes, the cost-of- 
living items would be raised. Then, to continue: 

Farmers also sould suffer by reason 

of the establishment of a uniform markup 
on food items, Because of the higher 
prices on staple items, purchases of 
these items would tend to be dimin- 
ished, and the resulting reduction in 
consumption would reduce the farmers! 
market and the farmers! share of the 
consumer's food dollar, 

Also, as previously pointed out, 

the ability of grocery retailers to help 
farmers move surplus farm products would 
be reduced if the grocerts freedom to 
take less than a customary markup as 
the occasion demanded was impaired by 
legislation, 

The establishment of a uniform 
markup would make certain aspects of a 


retail grocery operation virtually 
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impossible to carry out. For example, 
a uniform markup applied to all cuts 

of a carcass of beef, would for the 
reasons mentioned earlier, completely 
disrupt the retail meat business to the 
detriment of both the farmer and con- 
sumer as well as the retail grocer. 

And here is another statement I did 

not put in: 

Certainly no government would 
want to do anything to hurt the sale 
of beef. 

Uniform markups would also greatly 
increase spoilage losses in the retail 
store, In the final analysis the cost 
of such losses would be borne by con- 
sumers. The grocery business of 
necessity deals with a large proportion 
of perishables. It is the practice of 
every retailer, when he finds a perish- 
able item not moving, and in danger of 
spoiling, to reduce the markup on that 
item below the average in order to clear 
the item from his shelves, For instance, 
if lettuce is not selling fast enough, 
right in the middle of the day the 
retailer is apt to make a price reduc- 
tion to avert high spoilage losses. It 
is essential that the retailer have 
flexibility in his operations and the 
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ability to adjust his price in order to 
deal with these temporary day-to-day 
and hour-to-hour situations. 

Another objection to a uniform mark- 
up both from the standpoint of the 
retailer and from the standpoint of the 
customers is that it would not be equit- 
able to impose the same markup on a 
fast-moving item as would be carried by 
a slow-moving item, This is illus- : 
trated by comparison between the move- 
ment of canned milk and applesauce, As 
reported earlier for Vancouver, canned 
milk carries a markup of approximately 
7s per cent and sells at the rate of 
more than 400,000 cans weekly. Canned 
applesauce carries a markup of 17 per 
cent and sells at the rate of only 
12,000 per week, Both items sell at 
the same price. Because of the much 
larger volume of sales, canned milk is 
a much more profitable item, in spite 
of its lower markup. If the markup on 
canned milk were raised to the same 
level as the markup on applesauce, the 
result would be an unfair profit rate 
levied upon the purchasers of canned 
milk. Safeway does not want to make 
an exorbitant profit on any item and 


strenuously objects to any legislation 
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that would have that effect. 

THE CHAIRMAN: It might have the 
effect of reducing the price of canned milk, 

MR. MacAULAY: The higher markup? 

THE CHAIRMAN: Yes. 

MR, MacAULAY: Yes, and that would 
mean perhaps that people who could not afford 
to pay for fresh milk would go without milk, 

THE CHAIRMAN: There might be some 
effect of that kind, depending upon what the 
markup was, 

MR. MacAULAY: Yes, that is true. 
We noticed here, then -- and that evidence 
was given before the milk board on different 
occasions -- that there were two increases in 
the price of milk here within a very short 
period of time, about two years ago, The 
sales of fresh milk dropped off very substan- 
tially immediately after the increases. 

We gave evidence before the milk 
board of the increases in our sales of canned 
milk and powdered milk, that is, selling both 
kinds of fresh milk and having the information 
available from the records of the milk board 
as to what happened to per capita sales, what 
happened to total sales of fresh milk when 
the price increase was put into effect. 

We were in a position then to bring 
pefore the milk board what happened to the 


sales of canned milk and powdéred milk, and 
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there was a very, very drastic increase in 
the sales of canned milk and powdered milk 
as a result of the increase in the price of 
fresh milk, 

THE CHAIRMAN: It might be of inter- 
est to the Commission, when we are considering 
the economic aspect of these things, as to 
whether you had a similar experience in Winn- 
ipeg where, I believe, the price of fluid milk 
is slightly below that which prevails here in 
Vancouver, 

MR. MacAULAY: Mr. Chairman and 
gentlemen, lIwas going to suggest that you 
will recall that at one time I said I was going 
to have some difficulty in getting out to Van- 
couver to present the brief here, and I. asked 
if it might be presented in Ottawa. Any ques- 
tions that arise out of this hearing, or any 
data required which would help the Commission 
in any way, we would be happy to assemble and 
to present at the final hearing in Ottawa, 

THE CHAIRMAN; This was just a ques- 
tion which occurred to me because the sales of 
canned milk in Vancouver are apparently very 
high, From what you have said, those sales 
increased very substantially immediately 
following the increase in the price of 
fluidumiik. 

I wondered if the experience had 


been of the same type and of the same order 
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in Winnipeg, where the price of fluid milk in 
the last few years has always been, I believe, 
a little bit below Vancouver. 

MR. MacAULAY: We were able to 
notice it more here because I do not think in 
Winnipeg we ever had a two-cent increase in 
the price of milk to the consumer, at one 
time, But here they did. The increases in 
the sales of canned milk and powdered milk 
were more’ noticeable and more pronounced as 
a result of the increase to the extent of 
two cents, But Mr. McGavin has made a note 
of that and he will get that information. 

THE CHAIRMAN: Thank you. 

MR. MacAULAY: We will get those 
figures, The brief continues: 

In summary it is Safeway's view 
that the difficulties involved in 
establishing a uniform markup for all 
or most grocery products would cause 
great injury to efficient grocery 
retailing, would raise prices to con- 
sumers -- particularly on consumers! 
Staple items, and would react to the 
detriment of farmers, We know of no 
actual attempt having been made in 
any other area to establish a uniform 
markup on all or most grocery prod- 
ucts and we respectfully suggest it 


would be a mistake for this 
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Commission to suggest such an unfor- 
tunate type of law. 


XIV 
The Effect on Food Prices of Estab- 


lishment of Minimum Markups 


This also is one of the questions 
regarding which the Commission has 
requested Safeway to make specific com- 
ments, 

If the minimum markup established 
by law were as high as the present aver- 
age markup, the objectionable effects 
would be the same as those already des- 
cribed in respect to a compulsory uniform 
markup law. 

To the extent that the minimum mark- 
ups were established below the average 
markup the detrimental effects would con- 
tinue to be present, but the damage would 
be less, However, in this connection it 
must be kept in mind that what might be 
an appropriate minimum markup level to 
write into legislation today, might 
turn out to be a restrictively high 
level tomorrow -- just as today's 16 
per cent average markup would have 
seemed remarkably low twenty and more 
years ago. We must erect no arbitrary 
barriers to cost reductions in grocery 
retailing in the future. We should 


never say that in the future a 
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profitable efficiency level cannot be 
achieved below some arbitrary markup pe 
centage, ; 

The basic effect of establishing a 
minimum markup would be to increase at 
least some food prices. If it were not 
desired to accomplish this result it 
would not be necessary to establish a 
minimum at all. Safeway submits that 
any proposal, the effect of which will 
be to require retailers arbitrarily to 
increase their markups and therefore 
increase food prices is bad in prin- 
ciple and contrary to the interests of 
both consumers and farmers as well as 
retailers themselves, 

Some evidence of what happens to 
prices when minimum markup laws are 
passed is given in the case of the State 
of Kansas. V, W. Kebker, an authority 
on such laws, wrote in the "Journal of 
Marketing", July, 1942 issue, in an 
article entitled "Operation of the Unfair 
Trade Practices Act in the Large Cities 
of Kansas" thats 

"A comparison of advertised 

prices in two Kansas cities before and 

after the Kansas Unfair Trade Practices 

Act went into effect showed that the 


prices of 26 per cent of repeated 
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items were raised ...” 

I question whether the expression 
"nepeated items" is the proper one. I think 
it should read, “showed that the prices of 
26 per cent of items were raised.” 

THE CHAIRMAN; That probably refers 
to items which were repeated in successive 
advertisements. 

MR. MacAULAY: Possibly so; that is 
Likely 2b. Ten. ro continue: 

Referring more specifically to 
the effect of the Kansas Minimum Price 
Law on food items, Mr. Kebker stated: 

"The passage of a minimum markup 
law in Kansas was used by retail 
ervocers as the excuse for a.geeneral 
price advance," 

The U. S. Federal Trade Commission 

reported elsewhere in a report in 1945 
entitled "Resale Price Maintenance”: 

"It appears that a sound basis 
for criticism of the California 
Unfair Practices Act was because it 
led to an increase in prices of many 
staples other than those which had 
been alleged to be the basis of loss 
leader selling.” 

The establishment of a minimum mark- 

up law would tend to establish an umbrella 


of protection over the less efficient 
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operators by preventing more efficient 
operators from passing on to consumers 
in the form of lower prices the full 
penefits of their cost saving methods, 
to the extent efficient retailers could 
do business profitably at less than the 
prescribed minimum. 

I might observe at that point that 
recently -- as recently as Sunday -- I talked 
to an independent retailer from Saskatchewan, 
When he discovered that I was connected with 
Safeways I asked him if he had anything 
against Safeway and he said, "Oh no, it is 
Safeway that keeps us on our toes in our 
country." He said, "We market much more 
efficiently. .than we used to, as a result. of 
that." 

You will recall the bread inquiry in 
Winnipeg, where a number of independent 
retailers gave evidence, However three or four 
of them came into court, they stuck out their 
chests and said, "We can compete with any chain 
store, We are not afraid of chain store com- 
petition. We have this advantage, that we live 
in the neighbourhood, we are part of the 
neighbourhood, and the people will come to us 
in preference to the chain stores, if we give 
them the same prices,” 

And so I say the efficient retailer 


does not have to fear the chain store, I 
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repeat, "the efficient retailer"doees not have 
to fear the chain store competition, 

And in the same inquiry a gentleman 
who was then in charge of operations of Safe- 
way in Winnipeg was asked what part of the 
United States he came from. He said he was 
born in Killarney, Manitoba. They asked him 
what he did in Killarney, Manitoba, and he 
said, "I was in the retail grocery business 
with my father," 

"What happened?" He said, "We 
failed", "Where did you go then?" He said, 
"We went to Vancouver." "What did you do in 
Vancouver?" He said, "We went into the retail 
grocery business”, "What did you do there?" 
He said, "We failed." 

THE CHAIRMAN: He would have been a 
good man for Safeway. 

MR, MacAULAY: They said, "What did 
you do then?” He said, "I went down to Cal- 
ifornia and took a job with a chain store. 
Then I found out why we had failed in Killar- 
ney and in Vancouver. It was because we gave 
away half our money by giving credit, and we 
never took an inventory, and we never knew 
where we stood. If we had practised efficient 
methods of operation we would have been able 
to compete, and would still be in business in 
Killarney, I suppose." 


But that is just an aside, if you 
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will pardon me. Then, the brief continues: 

As pointed out by the United States 
Federal Trade Commission in its broad 
study of minimum price fixing laws: 

"It should be noted that when a 
fixed minimum percentage margin is 
specified by law, it is not pract- 
icable to take into account differ- 
ences in markets justified by factors 
such as differences in rapidity of 
stock turnover, quantity per sale, 
and relative price per unit of 
quantity per sale, and relative 
price per unit: of quantity for 
different commodities, all of which 
affect both volume of sales in 
dollars and expense per dollar of 
sales accomplished by a bill of 
expenditure of sales effort. Neither 
can the fixed percentage margin take 
into account differences in efficien- 
cy among stores offering similar 
customer service." 

One of the most frequently heard 
arguments in favour of enacting a minimum 
markup law is that such a law is required 
innorder to prevent loss leader selling. 

With this viewpoint we do not agree, 
particularly as applied to grocery retail- 


ings In the first place, the proportion 
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of items allegedly sold as loss leaders 
is ridiculously low in comparison with 
the vast number of grocery items on the 
market today. 

We especially draw attention to 
page 72 of the report by the Director of 
Investigation and Research under the 
Combines Act on "Loss Leader Selling" 
where he reports that he has received 
allegations of only twenty-nine separate 
loss leader grocery items -- based on 
information received from the retail 
grocery industry. 

And I think I have covered that point 

in the next paragraph, 

When these twenty-nine alleged loss 
leader items are viewed in light of the 
fact there are some 10,000 or more 
separate grocery items on the Canadian 
market, it can be seen that a mere 
twenty-nine items is only a very small 
fraction of one per cent! 

Safeway can report from its own 
observations in western Canada that true 
loss leaders are very few in number in 
the retail grocery business in western 
Canada, 

THE CHAIRMAN: I suppose those twenty- 

nine loss leader items, when weighted, in pro- 


portion to volume of sale, might be more or less 
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than this. 

MR. MacAULAY: Might be more or less 
than this -- a small fraction of one per cent. 
It might conceivably be. I do not know that 
he lists them there, does he? However, the 
Coma paren is familiar with that statement in 
any event. 

THE CHAIRMAN: Some items have such 
a large volume that it would not take a great 
many of them to run up considerably more than 
one per cent of total sales, 

MR. MacAULAY: That is quite true. 
Then, to continue with the brief: 

After a wide-scale study of 

pricing in the United States in 1945, 
the United States Federal Trade Com- 
mission reported as follows: 

"In general, sales below invoice 

cost are exceptional. Records of 

chain stores, department stores, 

Supermarkets examined in the present 

inquiry indicate that although the 

average prices of such large distrib- 
utors often were lower than those of 
independent stores before resale 
price maintenance became effective, 
those lower prices yielded substan- 
tial average gross margins over 
invoice cost of goods in all market 
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Federal Trade Commission "Report on 

Resale Price Maintenance, 1945") 

In the rare instances where loss 
leader selling does arise, Safeway con- 
siders that the best corrective is com- 
petition, not legislation prohibition. 
Retailers soon learn there is little 
customer lure in loss leaders and 
mainly losses when their loss leader 
prices are met by competitors. When 
such loss leader prices are met by 
other grocers, such prices are strip- 
ped of their special attraction for the 
customer, 

THE CHAIRMAN: Do you suggest that 
the knowledge that cut prices will be met is 
a deterrent? 

MR. MacAULAY: Yes, absolutely. 

THE CHAIRMAN: Your policy of meeting 
such competition you would think probably has 
the effect of reducing the frequency of loss 
leaders? 

| MR, MacAULAY: Yes, it is a great cor- 
rective, They find that if they go down today 
and we find it out -- and we take means of 
finding it out; we have facilities for finding 
it out. A man is not down very long, perhaps 
only a portion of a day, before we know about 
it. And when his price is met almost immed- 


lately -- well, any benefit to him is gone, 
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And he thinks twice before he starts doing 
that again. Because he does not want to sell 
at a loss, 

I heard of an instance in the United 
States where a large market advertised a very 
low price, and the competitor said, in the 
newspaper, "This fellow is going to sell at 
such and such a price on such and such a day. 
We will buy from all our customers those food 
items he is advertising at the price that they 
should be, the proper price," 

The customers stormed in on him in 
the morning, gathered up all his goods, and 
took them over to the competitive store and 
sold them, and made a profit, You see com- 
petition, when it is operating, is the greatest 
possible deterrent. 

Then, to continue with the brief: 

Competitors have another very 

effective cure for loss leader selling. 

When a given retailer offers to sell 

a given item at less than the wholesale 
cost, it.is, very effective for his compet- 
itors to advertise that they will purchase 
from consumers all supplies of that partic- 
ular loss leader item at the going whole- 
sale price, Competitors lose nothing by 
offering to purchase such commodities 

at the normal wholesale price. Ordinar- 


ily, the store offering the loss leader 
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suffers heavy losses by selling to 
customers who buy for resale, More- 
eh his customers tend to make their 
purchases in the store of the competitor 
who buys back the particular commodity 
which the offending retailer has been 
loss leadering. After a few unfor- 
tunate experiences like this, few 
retailers have much desire for loss 
leadering. 

Consumers quickly become aware of 
deceptive pricing’ practices, “Ttras 
interesting in this respect to note the 
evidence given before the Commission by 
the Canadian Association of Consumers, 
indicating that price is the most impor- 
tant factor in influencing a consumer's 
decision, and that consumers quickly 
become aware of the real values in com- 
modities being offered for sale by com- 
peting retailers. Customers! knowledge 
of prices and values is particularly well 
developed with respect to food items which 
are bought almost daily by the average 
consumer, 

I think women spend 95 per cent of our 
money -- indeed, sometimes I think they spend 
more than 95 per cent of our money. 

THE CHAIRMAN: Are you thinking of any 


particular women? 
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MR. MacAULAY: None in particular, 
Mr. Chairman. The women buy all the food, and 
one does not fool them very much or very often. 
They are quite price conscious, and I do not 
think any retailer is going to fool many women 
shoppers for any great length of time. 

Then, to continue with the brief: 

Safeway's operations have been con- 
sistently based upon the principle that 
day in and day out low prices, sufficient 
to yield a reasonable profit, are unques-~ 
tionably the best method of attracting 
customers and keeping them, Safeway 
considers that what success it has had 
in the retail merchandise field provides 
evidence of the soundness of this policy. 

Safeway's experience in the United 
States indicates that even when laws are 
in existence to protect against loss 
leader selling, .ioss leader selling will 
break out from time to time. Almost 
invariably such situations are corrected 
by the competitive action of other 
retailers, rather than by enforcement of 
minimum markup laws. 

Furthermore, minimum markup legis- 
lation tends to discriminate against 
reputable wretaliers. When/retatler cuts 
prices below legal minima with the intent 


or purpose of injuring or destroying 
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competition his competitors are faced 
with the dilemma as to whether they should 
meet his competition and assume the risk 
of being charged with violations of the 
law, or refrain from doing so and suffer 
a loss in competitive position, Ina 
case such as this, Safeway's position 

is that when a retailer meets a compet- 
itive price in good faith, he is doing 
nothing more than protecting his com- 
petitive position and is not violating 

a minimum markup law. 

Many experts who have studied so- 
called anti-loss leader laws in the 
United States have come to the conclusion 
that such laws are seldom enforced 
against the little operators who actually 
do most of the loss leadering. For 
instance, Professor E. T. Grether of 
Stanford University reported in the 1937 
issue of the "Journal of Marketing", 
under the subject "Fair Trade Legislation 
Restricting Price Cutting": 

"It is much easier to obtain evidence 

against and control large-scale 

operators whose selling activities 
must be more highly public and 

open," 

We submit that the best cure for what 


Little loss leadering does exist in grocery 
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retailing is to allow retailers com- 
plete freedom to meet any and all com- 
petitive prices. 

There is one more type of situation 
that is a source of great inequity under 
a law prohibiting sales below a minimum 
markup. This disadvantage is one which 
would work more to the injury of the 
small retailer than anyone else, we 
pelteve 

If a given retailer makes an 
especially good buy, by reason of partic- 
ular economic circumstances, but in full 
compliance with all legal requirements, 
it becomes possible for him to sell at 
a low price while still observing the 
minimum prescribed markup. Now, com- 
petitors who may not have bought as 
cheaply in that particular case are 
thereby required by law to sell ata 
higher price, since the minimum allowed 
markup applied to a higher cost price 
produces a higher selling price. 

We submit that it is very unfair by 
law to give special protection from com- 
petition to any retailer who happens to 
make an especially good buy in the above 
described circumstances, This would be 
tantamount to creating a monopoly sit- 


uation by law. 
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Provincial legislation is at pres- 
ent in effect in Manitoba, Alberta and 
in British Columbia, prescribing minimum 
markups on certain food items. (In 
Manitoba, fresh meats and produce are 
not covered by this law.) Safeway's 
experience is that there is no loss 
leader selling of any consequence in 
any of the western Canadian provinces 
in which it operates, but it considers 
that this situation cannot be considered 
to be the result of the legislation in 
effect, Yor -exemple, in-Brivish Colum-— 
bia the legislation applies to the sale 
of meat, but in Manitoba the sale of 
meat is excluded from the scope of 
the legislation. Nevertheless, in 
Manitoba there is no loss leadering of 
meat even where not phohibited by law. 
Also, there is no significant loss leader 
selling in Saskatchewan even though they 
have no minimum markups or related legislation, 
THE CHAIRMAN: You are fairly familiar 
with this situation. Do you know of any case in 
any of these provinces where any proceedings 
have been taken under any of these Acts? 
MR. MacAULAY: No, I do not know of 
any. In appearing before the milk board and 
asking for the removal of controls, I pointed 


to the legislation and I said that there is a 
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statute which says that you cannot sell at 
less than 5 per cent above cost, 

THE CHAIRMAN: Yes, whatever that 
means, 

MR. MacAULAY: Yes, whatever it means. 
And it is very difficult to prove cost -- it is 
very difficult to prove this and that. But, 
notwithstanding the fact that the Act is not 
enforced, and that there are difficulties in 
connection with enforcement,in carrying on our 
operations we have always endeavoured to live 
within the spirit of the legislation, 

THE CHAIRMAN: I was wondering if you 
had any comments to make as to whether the 
lack of enforcement is due to any difficulty 
in enforcement, or infrequent occasions when 
there was any reason to seek enforcement. 

MR. MacAULAY: I think you are in the 
best position to answer that question, Mr. 
Chairman, 

THE CHAIRMAN: I am just asking for 
your opinion, as a man who is in the business, 

MR. MacAULAY: Well, I throw my mind 
back to the time when Manitoba passed the legis- 
lation, There was a gentleman who owned a news- 
paper who suggested that he could establish 
that certain businesses were breaking this law. 
He came into my office one morning with a 
thousand copies of the paper he printed, and 


he said, "You can buy these for $750, and if 
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you do not buy them I am going to distribute 
them." I said, "Well, you had better go ahead 
and distribute them," 

Now, in the province of Manitoba -- 
and, Mr. Chairman, I think I am telling you 
something you know better than I do -- the 
legislation was passed and there was a 
Suggestion made that there were some breaches 
of the Act. The Attorney General of that 
province was asked to enforce the legislation, 
He sa He stated that he had told the 
retail trade that he would pass the legisla- 
tion, or have it put on the statute books, 
but that he was not going to take the respon- 
Sinriity for the enforcement of 10, because 
you would need a whole raft of inspectors, 

He pointed out that the cost of enforcement 
would be very, very substantial. 

That is my recollection of what 
happened in Winnipeg shortly after the legis- 
lation was passed, That is, the Attorney 
General said that they were not going to 
assume the expense of attempting to enforce 
the legislation. I think perhaps you were 
not the Attorney General at the time. 

THE CHAIRMAN: No, 

MR, FAVREAU: I was going to ask when 
the legislation was passed. 

Mr, MacAULAY: I think the legislation 


was passed in 1936, in Manitoba -- or 1937. 
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In any event, it was passed in the thirties. 

THE CHAIRMAN; I think it was the 
session of 1937-38. 

MR. MacAULAY: Yes. But we never 
seem to hear anything about loss leaders in 
Winnipeg. Nobody is ever accused of selling 
at less than the 5 per cent above markup -- 
or only very occasionally. 

THE CHAIRMAN: No, there were cer- 
tainly no charges I ever heard of -- and IL 
think for a period of some years I would have 
heard of them -- that the Act was being 
broken, 

MR. MacAULAY: I think everybody 
endeavours to live within the spirit of the 
Act; and I think perhaps if Mr, Kraft ever 
discussed the situation with me, either in 
Manitoba or British Columbia, I would draw 
attention to the fact that the Act is there 
and I would say, "No selling at less than 5 
per cent." Is that the advice you have 
received? 

MR. KRAFT: ‘That is right. 

MB. MacAULAY: On many occasions. 

So that although the Act is not enforced, 
everybody seems to observe the spirit of it -- 
except on rare occasions. 

THE CHAIRMAN: Of course, if they all 
observed the spirit of it there would never be 


any occasion to enforce it. 
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MR, MacAULAY: That is right -- and 
I do not think there is. 

MR, FAVREAU: Of course some of the 
dealers, either here or elsewhere, told us 
that they were somewhat reluctant to act as 
denouncers or informers or squealers against 
their colleagues. 

MR. MacAULAY: I heard that state- 
ment made yesterday. The Commission inquired 
why, and they said, "We do not want to go and 
squeal on somebody else." Then you drew atten- 
tion to the fact that there was provision for 
the appointment of inspectors under the British 
Columbia Act. 

Well, we say that loss leadering in 
western Canada is practically non-existent. 
that 18, 17 there is anyvo. Jc. wu Js. corrected 
immediately by competition, And the different 
retailer organizations -- and I am talking only 
about the food business -- know each other 
pretty well, This fellow knows that if he 
ever goes down and tries to do this, that his 
price will be met and all it will mean is a 
loss. And so they do not attempt loss leadering. 

Then, to "convinue’ the brier: 

The foregoing indicates Safeway's 
views that loss leader selling designed 
for the purpose of attracting customers 
can most effectively be dealt with by 


permitting competition to operate freely. 
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The situation would be different if 
systematic loss leader selling were used 
with the intention of destroying compet- 
ition and ultimately forcing a particular 
competitor or competitors out of 
business. It is Safeway's submission 
that in such circumstances the present 
anti-monopoly legislation contained in 
section 498A (c) of the Criminal Code 
provides an adequate safeguard. This 
section makes it an offence for anyone 
to engage in the policy of selling goods 
at prices unreasonably low having or 
designed to have the effect of sub- 
stantially lessening competition or 
eliminating a competitor. 

Detrimental Effects on Food 
Prices and Grocery Retailing 
of Resale Price Maintenance 

The Commission has asked for Safe- 
way's views on what effect a resale price 
maintenance law would have on food 
prices, 

We think a resale price maintenance 
law would raise food prices, What is more, 
while the consumer paid more, the farmer 
would get less, We can think of nothing 
that would be less satisfactory. 

In a typical Safeway grocery store, 
some 50 per cent to 65 per cent of all 


items sold are branded, hence subject to 
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arbitrary price fixing by the manufactur- 
ee if a resale price maintenance law 
were passed, (The foregoing estimate is 
based on the fact that about 60 per cent 
to 70 per cent of the volume of an aver- 
age Safeway store consists of grocery 
section items and more than 90 per cent 
of thase are branded, hence potentially 
subject to resale price maintenance). 

We even find such items as meats 
carrying brand names a as Swift's 
Premium Ham, for instance. 

Resale price maintenance would pro- 
tect inefficient grocery retailers and 
penalize the efficient. 

Resale price maintenance would pre- 
vent passing on to consumers the benefits 
of cost saving methods of doing business, 
All retailers would have to charge the 
same price on any item a given food 
processor or manufacturer chose to bring 
under a resale price maintenance con- 
tract. 

One of the most objectionable aspects 
of permitting price fixing on branded 
food products by processors or manufactur- 
ers is that it gives such firms a type of 
monopoly power over prices, Conspiracies 
and combinctions to fix prices have always 
been considered against the public inter- 


est. 
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I refer to the case I mentioned this 
morning where we took the stand that where we 
buy goods they are ours, and that we were going 
to sell them for what we thought they should 
bring. And the result was that we found our- 
selves without goods, 
Then, to continue: 
Yet we are now confronted with demands 
that they be legalized. As a former 
Assistant Attorney General of the United 
States, the Hon, Thurman W. Arnold, 
reported to the U. S, Congress in 1941, 
speaking of a resale price maintenance 
law: 
"This amendment has been in effect a 

little more than three years, 

Already the record shows that it does 

not serve the purposes for which its 

passage was urged upon Congress; that 
it sanctions arrangements inconsistent 
with the purpose of the antitrust laws 
and that it becomes a cloak for many 
conspiracies in restraint of trade 
which go far beyond the limits estab- 
lished in the amendment." 

Furthermore, the Temporary National 
Economic Committee of the Congress of the 
United States formally reported on March 31, 
1941: 

"The Miller-Tydings Enabling Act, 
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which legalizes resale price mainten- 

ance in interstate commerce, results 

in some of those economic and social 

practices to be expected from private 

price-fixing. conspiracies,. The legal 

sanction of such practices tends to 

undermine the basic tenets of a com- 

petitive economy and introduces 

rigidities into the pricing of cer- 

tain goods which restrain trade," 

Safeway considers that increased 

prices would be the inevitable result of the 
legalization of resale price maintenance, 
since the whole purpose of this device is to 
restrict competition by setting prices 
sufficiently high to give the less efficient 
Operator a protic, 

We would like to point out that there 
are many booby-traps for both manufacturers 
and retailers in resale price maintenance 
legislation. 

While some retailers may at first 
be attracted by the idea that resale price 
maintenance will assure them of larger 
markups, it should be noted that certain 
unexpected and less desirable results may 
occur as well, And this has been said 
many times during the hearings. 


The first thing that would likely 
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happen if markups were set at high lev- 
els is that many new firms would be 
attracted to the business where profits 
seemed practically assured, It is com- 
paratively easy to open a new grocery 
store. Equipment is uncomplicated and 
capital requirements low, as compared 
with, say, manufacturing. Locations are 
not hard to find. The ease of entry 
into the retail grocery business is 
shown by the fact that so many new retail 
grocery firms spring into being each 
year. 

Next, as the market became over- 
saturated with new stores, the volume of 
all existing merchants would go down, 
Next, handling costs would increase per 
ton of merchandise, due to smaller vol- 
umes, Soon, the costs of each store 
would likely fall to the point where the 
existing guaranteed margins and prices 
once again would become inadequate to 
bring a reasonable profit. So next would 
come renewed demands for raising markups 
in order to make business profitable at 
the reduced volume. 

Thus would begin a vicious spiral; 
ever falling volume of business, ever 
increasing costs of operation, ever 


smaller profits, new demands for still 
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higher fixed markups and fixed prices -- 
which starts the spiral all over again. 

THE CHATRMAN: Unless somebody took a 
stand against it. 

MR. MacAULAY: Yes, 

THE CHAIRMAN: If a manufacturer said, 
"We will not raise the retail price", then some 
would go out of business, and the spiral would 
stop. 

MR. MacAULAY: Yes, but why be in a 
position where the spiral gets a chance to 
begin? Then, continuing with the brief: 

| In short, recourse to legislation and 
resale price maintenance is not the road 
to salvation for a retailer who finds 
competition difficult. 

Manufacturers who took advantage of a 
resale price maintenance law and fixed 
prices higher than they are in today's 
free market would also be inviting their 
own destruction, First, a perfect oppor- 
tunity would be created for competitors 
to step in and undersell. Second, an open 
invitation would be extended to importers 
to bring in competing products from 
abroad, in short, resale price mainten- 
ance may not be the salvation for their 
troubles that some manufacturers would 
like to expect. 


Resale price maintenance is sometimes 
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-advocated as a cure for loss leader 
selling. Actually, this talk about loss 
leaders is mostly shadow-boxing. In the 
retail grocery trade in western Canada, 
certainly, there is an insignificant 
amount of loss leadering. Actually, 
those advocating resale price mainten- 
ance want guaranteed high markups. 

In the United States, the same argu- 
ment has been used, that resale price 
maintenance is needed to outlaw loss 
leader selling, The U. S. Federal 
Trade Commission showed the falsity of 
this position in its 1945 comprehensive 
report on "Resale Price Maintenance", 
where it said: 

"The records of chain stores, 
department stores and supermarkets 
examined in the present inquiry 
indicate that although the average 
prices of such large distributors 
often were lower than those of. 
independent stores before resale 
price maintenance became effective, 
those lower prices yielded substan- 
tial average gross margins over 
invoice cost of goods in all 

| market areas visited." 
Representations have been made to the 


Commission in previous submissions 
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protesting against the practice of decep- 
tive advertising sometimes involved in 
loss-leader selling, either by way of 
having inadequate stocks or by way of 
refusal to sell at the advertised price, 
It has invariably been suggested as a 
remedy for such practices that resale 
price maintenance be legalized, or that 
legislation be enacted requiring minimum 
markups. 

Safeway submits that the best method 
of curbing any such practices of decept- 
ive advertising is not by way of requir- 
ing the retailer to charge minimum mark- 
ups for merchandise sold, but rather to 
attack the practice of deceptive adver- 
tising either by enforcement of existing 
law, or if this is inadequate at present, 
then by enacting legislation which will 
effectively curb such deceptive adver- 
tising. In other words, attack the evil 
of deceptive advertising itself and 
leave loss leader prices to be corrected 
by competitive forces, 

Safeway submits that legalization of 
resale price maintenance would not have 
the desired effect and that furthermore 
it would lead to a return of the problems 
and difficulties which the legislation 


prohibiting resale price maintenance was 
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designed to eliminate. 

The subject of resale price mainten- 
ance has been given close scrutiny in 
recent years by various commissions as 
well as by the Dominion Parliament. 

The Royal Commission on Prices states, 
in Vol. I of its 1949 report, as follows: 

"From a general acceptance of a 
system of fixed percentage markups, it 
is an easy step to a policy of resale 
price maintenance, whereby a manufac- 
turer sets the retail price at which 
his product may be sold and which in- 
creases the rigidities of the whole 
marketing structure. 

It is claimed that such a policy by 
the manufacturer avoids ‘confusion in 
the trade! and protects the small 
retailer from predatory price-cutting 
by large distributors, The danger of 
such practices lies in the tendency 
towards a gradual removal of all 
reasonable price competition at the 
dealer's level and leads to addition- 
al demands for control over new 
entrants to the trade so that the 
advantages of a guaranteed margin 
need not be shared, From the examples 
we have examined, it appears that as 


a whole the disadvantages to the buying 
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public greatly exceed any possible 
advantages, 

Resale price maintenance, like 
other forms of restrictive practices, 
does offer what appears to the manu- 
facturer and distributor to be a happy 
relief from the unending struggle 
against the harsh correctives of the 
free market system. But the solution, 
we think, is illusory. It not only 
vitiates the spirit of enterprise by 
which all commercial and industrial 
tite s5, NOugLsned, It deprives the 
consumer of his right to seek out and 
patronize the more efficient distrib- 
utors, namely, those who over a 
period of time can offer goods for 
sale at prices lower than their com- 
petitors." 

People who have had an umbrella held 
over their heads for years and who have been 
doing business in an easy way have not had 
to submit to competitive forces. Life has 
become easy. There is always objection when 
the umbrella is removed. Goodness, the 
fight that is put up in different jurisdic- 
tions after you have had a milk board fixing 
consumer prices by distributors, where they 
did not have to get out and compete, but 


just had to go ahead and sell their product 
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and collect their money -- well, there is of 
course great opposition to the removal of a 
situation where, instead of being under an 
umbrella, you have to get out and compete, 
And there is always vigorous remonstrance 
against any such removal, He refers here 

to "what appears to the manufacturer and 
distributor to be a happy relief from the 
unending struggle against the harsh cor- 
rectives of the free market system." 

Correctives of the free market 
system are harsh, and thank goodness they are, 
Thank goodness they are, because that is the 
incentive that provides initiative. The mush- 
room grows under a stone, and it is soft. 
But something else that is exposed to all the 
wilds and furies of nature is strong. And 
if you have ‘enjoyed this happy relief from 
unending struggle, well, you hate to see 
that relief being removed. 

Nevertheless, what is in the inter- 
ests of the consuming public is that there be 
plenty of free enterprise and competition, 
And, if there is any loss leadering, let it 
be corrected by competitive methods. 

Then, to continue with the brief: 

The committee to study combines 

legislation in its 1951 report on 
resale price maintenance also condemned 


this practice. The committee had 
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invited representations on the subject and 


received a great many briefs.. In its 


report, it reviews in detail the various 


arguments presented to it and then states 


its own general conclusions as follows: 


"The Committee has studied resale 
price maintenance in the light of the 
two standards of judgment originally 
seuhup, namely, the desirapility-of’ a 
free economy and the need for economic: 
erficiency. This study has led the 
Committee to the general conclusion 
that resale price maintenance, on the 
penow tid scale now practised, is not 
justified by either of these stand- 
ards, It represents a real and undes- 
irable restriction on competition by 
private agreement or 'law' and its 
general tendency is to discourage 
etonomic efficiency. That is why in 
our Opinion the prescription and the 
enforcement of minimum resale prices 
must be viewed as manifestations of a 
restrictive or monopolistic practice 
which does not promote general welfare. 
The Committee therefore recommends 
that «tishould be made an offence*for 
a manufacturer or other supplier 
1. To recommend or prescribe minimum 


resale prices for his products; 
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2. To refuse to sell, to withdraw a 
franchise, or to take any other 
form of action as a means of enfor- 
cing minimum resale prices," 

And that is just as true today as it 

was when it was written, 

Safeway considers that the above 
quoted conclusions reached by two separate 
investigating bodies on the subject of re- 
sale price maintenance are sound and proper, 
and that no change in the situation has 
resulted since the enactment of the legis- 
lation by the Dominion Parliament in 1951l- 
52 prohibiting resale price maintenance 
which would justify any interference with 
the legislation. Safeway is not aware of 
any evidence having been presented to this 
Commission in its present series of sitt- 
ings which would justify any such inter- 
Perence’, 

Summary and Conclusions 
Lae Loss leader selling is negligible in 
extent and effect in the grocery retailing 
business in western Canada, 
Le Safeway has followed the proceedings 
before the Commission in this inquiry and 
submits with respect that no true loss 
leader selling situation exists in grocery 
retailing which requires correction by 


legislative action. 
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a In the suggestions which have been 
made to the Commission to remedy alleged 
loss leader situations distinction must 

be drawn between those representations 
which are based upon a genuine desire to 
limit loss leader selling and other repre- 
sentations based upon a desire to guarantee 
a fixed markup as a protection to the 
retailer against free and open competition. 
The latter representations are not 
sufficient justification for the enactment 
of legislation. 

4 True loss leader selling to the small 
extent to which it may exist can best be 
corrected by freely operating competitive 
Poerees in? the trade itselr, and not by 
legislative prohibition. Any attempted 
correction by legislative prohibition would 
do more harm than good by raising food 
prices with consequent unfortunate effects 
upon consumers, producers and retailers. 

ey Any attempt to establish by law a 
uniform markup would be quite impractical 
and would unquestionably raise prices of 
staple foods thereby affecting adversely 
the low income groups in particular, It 
would be a very retrograde step in the 
retail grocery business. 

6. Minimum markup legislation to the 


extent that it is effective would tend to 
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have the same results as legislation re- 
quiring uniform markups, It would tend 
to hinder progress in the retail distri- 
bution field and by protecting the less 
efficient retailer, it would prevent the 
more efficient retailers from oassing on 
to consumers the economies resulting from 
such efficiency. Experience, however, 
shows that such legislation as does exist 
is largely ineffective and extremely 
difficult oteuenfoerce, »sTherecis no 
adequate justification for additional 
legislation of this nature, 

as Resale price maintenance in Canada 
has been found by the MacQuarrie Commis- 
Sion in 1951 not to promote general 
welfare since it represents a real and 
undesirable restriction on competition 
by private agreement and its general 
tendency is to discourage economic 
efficiency. Following this report, resale 
price maintenance was made illegal in 
Canada. A period of readjustment has 
necessarily ensued, The protests to 

this Commission of those who previously 
enjoyed the protection of resale price 
maintenance, but who since 1952 have been 
subjected to the rigors of competition do 
not provide justification for ignoring the 


findings of the MacQuarrie Commission and 
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Mr. MacAulay 
the decision of Parliament to outlaw this 
essentially restrictive and monopolistic 
practice, 
o: Consumers and producers have a 
basic and fundamental interest in the con- 
tinuance of competition and the encourage- 
ment of economic efficiency in the retail 
distripuyvion field The sareguarding of . 
these principles and the resultant lowering 
of food distribution costs are vital inter- 
ests of consumers and producers which in 
the long run far outweigh any temporary 
difficulties of adjustment by some retail- 
ers to competitive forces, 
oF Safeway is opposed to any legislation 
that would have the effect of raising food 
prices by arbitrarily requiring grocery 
retailers to take more than a reasonable 
DPEOTITY 
Now, that is our brief. Then, during 
the reading of this brief I have referred to 
Appendix A and Appendix B, and I think I have 
also referred to Appendix C and Appendix D, 


Appendices A, B and C are as follows: 
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=ig30. = APPENDIX A 


ANALYSIS OF RETAIL MARKUPS OF SAFEWAY 
STORE ITEMS 


Winnipeg Area, June 14, 1954 


iaewa ‘tee’ “Tehs” HR, tuadier 
6 & under 20 O 7 27 
6.1 - cal O 1 12 
Tl = oC 16 0 3 19 
Gel 9 el 0 s) 22 
9.1 - 10 30 1 z 32 
DOe te 24 ©) 2 26 
Tisiae ie 85 0 7 92 
haa Maes fe vil 0 2 ‘i 
13.1 - 14 126 2 8 136 
14.1 - 15 167 0 aun 178 
Loe. = 16 184 @) 6 190 
DO eT 190 1 8 199 
che oe peer Bs 181 0 12 193 
thd ae ane! 142 1 9 152 
19.1 - 20 137 0 12 149 
20e1 - 21 104 2 20 126 
Pl die see 63 0 9 72 
22.1 - 23 ii 3 10 90 
23.1 - 24 83 8 12 103 
24,1 - 25 81 4 6 88 
abel = 26 54 5 16 74 
26.1 - 27 yy 8 10 59 
27.1 - 28 35 8 cy! 54 
28.1 - 29 35 4 5 yd 
29.1 - 30 0) 2 10 52 
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30. bv2682 
531,.ney32 
32. fanns3 
Swe ¥ 34 
34.1 - 35 
35 & over 
TOTALS 
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142 
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(cont.d) 


28 
63 
24 
33 
28 


ney 





2,605 





APPENDIX "B" 
= GNP = 


Based on Winnipeg Store Prices, June 14, 1954 


The following food items are those whose 
prices are collected and reported regularly 
by the Government of the Dominion of Canada. 
They are a representative cross-section of the 
foods consumed regularly by an average 
Canadian family. 


Name of Unit of Grade or Brand Retail 
Commodity Sale EcC1GCe Markup 
Butter abs Creamery lst Gr. .59 5Eh 
Coffee 1 lb.bag Nob Hill 1.29 6% 
Eges 1 doz Grade A Fresh AS T% 
Milk l at.ctn Fresh .L9 8% 
Milk,Evap. 16 oz tin Cherub 3/474 8% 
Cheese ,Mild 

Canadian Bulk-1 1b Berkshire 48 8% 
Shortening 1 lb. Domestic 229 93% 
Margarine 1 1b Rose eis! 10% 
Lard, Pure 1 lb Maple Leaf .ee 11% 
Bread,Plain 
White, Wrap- 

ped, Slice 16 oz loaf Polly Ann 2/27¢ 11% 
Bread,Plain 
White ,wrap- 

ped, un- 

sliced 16 oz loaf Polly Ann 2/27¢ 11% 
Soap Toilet Bar Lux 3/29¢ 13% 
Sugar 10 lb bag Manitoba LOS 13% 
Soup,Veg. 10 oz tin Campbells 2/27¢ 13% 
Peas,choi- 

cé Size ‘ 
4 to 5 15 oz tin Taste Tells mS 133% 
Beans ,Baked 1 
with Pork 15 o2 tin Taste Tells ~ 14 135% 
Smoked Pic- 
nic ,Shank- 

less 1 lb 5S 14% 
Smoked Ham 
Butt or 

half pays pre-cooked .o4 14% 
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Name of 


Commodity 


Marmalade, 
Orange 


Chicken 


Pork Hockless 
Shoulder 


Detergent, 
Synthetic 


Peaches ,Choi- 
ce Halves 


Soap Flakes 
or powder 


Sardines 
Piain, oll 


Macaroni ,Dry 


Peanut Butter 
Plain 


Veal,average 
all cuts 


Flour 
Soap, Lndry 
Cocoa,Pure 


Flour ,White 
(All Purp.) 


Infant Food 
Veg, 


Orange Juice 


Rolled Oats, 
Reg, Quick 


Chocolate 
Bars, Plain 


Beef ,average 
all cuts 


Tea,Black Med, 
Quality 
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Unit of 


Sale 


elie elas 8 
LE Se 


UE as 
large box 
Ay OZ ere 


Large 


1 


ae Oe) 


16 oz pkg 


16 oz jar 


5 lb bag 
1Q°e8Z bar 


4 1b tin 
5 lb bag 


Seog 


20 og tin 


3420 pkg 


Bar 


1 1b 


APPENDIX "B" 
(cont,a) 
Grade of Retail 
Brand Price Markup 
Empress AL 14% 
Grade A 
Milk Fed 
Capon 9 14% 
49 143% 
Cheer td 143% 
Halves of 
Gold <2 143% 
Ivory 40 15% 
Domestic 09 15% 
a7 15% 
Beverley 234 153% 
16% 
Kitchen Craft .35 1% 
Ivory 2/2i¢ 16% 
Frys .80 16% 
Kitchen Craft .35 16% 
Heinz 4 /39¢ 16% 
Full of Gold .14 16% 
Ogilvies £32 163% 
Cadbury 6/27¢ 163% 
17% 
Salada 06 17% 
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(cont.d, 

Name of Unit of Grade of Retail 
Commodity Sale Brand Price Markup 
Cake Mix, 

White 16 oz pkg Ogilvie rete 17% 
Bacon,Fancy 
Side Slice 

Rind Off 1 lb pkg Swifts Prem, .98 17% 
Gheege..—1. 

Processed 3 1b pkg Velveeta 035 17% 
soft Drinks 

(exclude 

bottle dep.) 6-10 oz ctn Coca-Cola +30 17% 
Pure Pork 

Sausage chgahe 253 17% 
Bologna 1b 229 17% 


AVERAGE MARKUP ALL ITEMS COMBINED 17.25% 


Safeway Markups on Basic Food Items (cont'd) 


Jam,Strawber. 2 1b tin Empress .63 173% 
Rice,lst Gr. 16 oz pkg Delta Long  .22 173% 
Pickles ,Sweet . 

Mix 16 oz jar Dysons oo 173% 
Prunes ,Med. 

Size 16 oz 40/50's 630 173% 
Corn Flakes 12 oz Kelloggs 286 18% 
Salmon,Sockeye 4 1b tin Court Fancy .37 18% 
Corn Syrup 2 ib tin Crown 235 18% 
Strawberries 
Frozen,Chce 15 oz tin Cudney 4 18% 
Cleanser,Pwd, Tin Old Dutch 2/29¢ 19% 
Salmon ,Canned 
Fancy, Pink Ss 1p? tain Prince Leo 23 193% 
Tomatoes,Che, 28 oz tin .20 193% 
Raisins, 

Seedless 16 Oz Australian 225 20% 
Apple Juice 

Choice 20 oz tin Westfair 2/35¢ 20% 
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Name of 
Commodity 


Floor Wax 
- Paste 


Brapefruit 
JUICE yecyy 


Corn,Cream 
choice 


Beans ,Any 
Common white 
bulk or bag 


Broom,Med. 
Quality 5 
string 


Carrots ,Bulk 
Tops off 


Toilet Paper 
Roll about 
650 sheets 
Raisins, 
Calif. 
seedless 


Cod Fillets 
Fresh 


Lamb ,average 
sii cuts 


Salt,fine tbl 


Green Peas 
frozen 


Apples ,eat, 


Bananas , Yellow 


Wax Paper,100' 
Halibut Steak 


Bleach,Liquid 
concentrate 


Oranges, 
California 


Cabbage 


Grapefruit 
White 
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DAio or Grade of 
Sale Brand 
Lib Ooin Johnsons 
20°02 tin Townhouse 
Le OS Taste Tells 
ipib 
Each Touchcraft 
lb Imported 
Roll Westminster 
£5 02 pke 
Lb 
2) =D. DOs Windsor 
Le OZ Aylmer 
lb Winesap 
an 
pox Handiwrap 
LD 
16 oz btl. Javex 
Imported 
lb 344 or 288 
lb Imported 
Florida 
Lb 96 - 80 


APPENDIX "B" 
(cont.a) 
Retail 

Price Markup 
259 20% 
as 20% 
he 203% 
Bale 21% 
1.55 21% 
2/19¢ 21g 
2/eld 213% 
225 22% 
Bots 22% 
23% 

lt 23% 
ie 23% 
2/35¢ 23% 
rei 233% 
Fite 233% 
Be, 234% 
S24 UG 
2/29¢ Que 
3 /20¢ 243% 
3/32¢ 25% 
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Name of 


Commodity 


Celery Stalks 
green 


Lettuce,head 
fresh 


Pork Chops 
Centre Loin 


Tomatoes, 
Fresh Field 


Cookies - 
Vanilla Flav- 
ored Sweet, 
noe brling or 
icing 


Cod ,Smoked 
page ES a 


Onions ,No,1 
Cooking 


Lemons, Cal. 


Light Bulbs 
frosted 
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Unit of Grade of 
Sale Brand 
1b Imported 
Lb Imported 

1b 

Lb Imported 

8 oz pkg Christies 

Lb 

Lb Imported 
Imported 
300-360 

60 watt 


APPENDIX "B" 
(cont.d) 
Retail 
Price Markup 
le 25% 
19 25% 
82 253% 
2/27¢ 26% 
225 263% 
AT 27% 
2/15¢ = 273% 
eke Bap! 
220 40% 
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APPENDIX 


SAFEWAY MARKUPS ON BASIC FOOD ITEMS 


tla tt 


Based on Vancouver Store Prices, June 8, 1954 


The following food items are those whose 


prices are collected and reported regularly by 


the Government of the Dominion of Canada, 


are a representative cross-section of the 


They 


foods consumed regularly by an average Canadian 


family. 


Name of 
Commodity 


Milk,fresh,qt 
Soap flakes 
or powder 
large ,not 
giant 

Flour 


Corn,cream 
choice 


Coffee 


Peanut 
Butter,plain 


Soap, laundry 


Butter,cream- 
ery, lstyer. 


Tea, black 
med.qual. 


Veal average 
all cuts 


Corn flakes 


Detergent, 
synthetic 


Soap, toilet 
bar med.qual- 
ity & size 


Cod,smoked 


Unit of 


Sale 


1 qt.carton 


box 

Vas amore} es 

15702 tin 
2 ibebag 

16 oz jar 
10 oz bar 
datb 

i ib pkg 

8 og pkg 

Large Dox 
med. bar 

lb 


Grade or 


Brand,Etc. 


Ivory 


Wild Rose 


Taste Tells 
Nob: Hid1 


Beverly 


Ivory 


Prints 


Salada 


Kelloggs 


Cheer 


Lux 


Local 


Retail 


Price 


#20 


‘Markup 


93% 


11% 
11% 


11% 


11% 
11% 
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Name of 


Commodity 


Smoked Pic- 
nics,bone in 


Salt,fine tbl. 


Sugar,granu. 


Raisins, 
seedless 


Salmon, 
Sockeye Gr.A 


Soup, veget 
Cocoa,pure 
Laraypure 
Mibkhjrevap. 
Rolled Oats, 
regular & 
quick 
Sardines, 
plain,pack- 
ednin roid 
Shortening 


Eggs ,fresh 
Geek, large 


Margarine 


Cake Mix, 
white 


Cleanser Pwd, 


Corn Syrup 


Flour ,white 
. all purpose 


Beef, average 
all cuts 


Bread, plain 


white ,wrapped, 


slice 


Bread, plain 


white wrapped 


uns Lliced 
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UnhLG Of 


sale 


lb 
2 Lb pox 
5 lb bag 


16 og 


4 1b tin 

LO og tin 
= 1b in 

Je I 

1G on tin 


3 lb pkg 


34 og tin 


AIMS 


2002 


ED 


1G 07 pre 
tin 


2 Ab Ln 


5. 1b bag 


loaf 


loaf 


Grade or 


Brand, 


Windsor 


oe 


Court Fancy 


Campbell's 


North Star 


Pacific 


Quaker 


Brunswick 


Domestic 


Parkay 


Little 
Dipper 


Old Dutch 
Crown 


Kitchen 
Craft 


Polly Ann 


Polly Ann 


APPENDIX 


(cont. 


Retail 


Price 


49 
2/25¢ 
4 


eu 


£35 
2/27¢ 
42 
2/49¢ 
2/31¢ 


Lt @ 1" 
d) 


Markup 
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(cont'd) 

Name of Unit of Grade or Retail 
Commodity Sale Brand Paice Markup 
Jam,straw- 
berry, pure Pelb oly Empress 254 15% 
Infant's ; . 
Food, veg. 5.0z tin Heinz 3/29¢ 153% 
AVERAGE MARKUP ALL ITEMS COMBINED 16% 
Bleach, liq- 
uid concen-~ - 
trated 16 og Perfex mph) 163% 
Cheese. pi. . 
processed % 1b pkg Velveeta 235 163% 
Marmalade 4 

orange 2 lb jar Empress oo 163% 
Peaches, Halves of 

choice,half V5 on bin Gold mcs) 163% 
Raisins ,seed-~ 

less, Calif. 15 oz pkg Thompson Ree 163% 
Rice,lst gr. 16 0z pkg Delta Long BysAt 163% 
Strawberries : 
frozen,fancy 15 oz pkg Aylmer hab i 163% 
Apple -juice, 

choice 20 oz tin Sunrype 2/35¢ 17% 
Floor wax, 

paste tel bet Johnson's 59 17% 
Orange juice 20 oz tin Full O'Gold 2/29¢ 17% 
Pickies, 

sweet mix 16 oz jar Zest soe 17% 
Soft drinks 

(ex .bottle 

deposit) 6-10 og Coca-Cola 6/36¢ 17% 
Chicken,Grade 
A, milk fed 1b e's. 17% 
Green Peas, 

frozen 12 oz pkg Aylmer 19 173% 
Macaroni,dry 16 oz pkg Catelli 2/35¢ 172% 


Bananas, % 
yellow 1b 2/39¢ 173% 
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Name of 


Commodity 


Beans ,baked 
with pork 


Cookies ,van- 
ibe avon, 
Ho titling. OF 
i¢cirne 


Lamb ,average 
all cuts 


Salmon, canned 
fancy pink 


Pure pork 
sausage 


Prunes ,med, 


Grapefruit 
juice ,fancy 


Tomatoes 
choice 2s's 


Coo 712 Len. 
fresh 


Broom, med. 
quality 
20-24 lb 
doz.5 string 
No.1 Tomatoes 


Waxed Paper 
LOO tty bOx 


Pork Loin 
Chops centre 


Bologna 
Choc .Bars,pl,. 


Cheese ,Canad,. 
med. bulk 


Grapefruit 


96's size Bots 


Carrots, tops 
ort, bulk 


Halibut steak 
fresh 


Unit: of 
sale 
1570s. GL 
8 oz pkg 
4 lb tin 
lb 

16 oz pkg 
20 oz, Cin 
28 og tin 
ai 6) 

each 

14 oz ctn 
1b 

1b 

par 

Lb 

lb 

lb 

lb 
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(cont. 
Grade or Retail 
Brand Price 


Taste Tells 2/23¢ 


Christies see 


Prince Leo fee) 


40/50's 30 
Town House 2/23¢ 


Vanity Fair ad 


5 
Lion 1.45 
Imported any 


Hand -E-Wrap eon 


ie 
wo 
Cadbury 4/19¢ 
Berkshire oo 
Florida 2/2i¢ 
Imported 2/23¢ 


231 253% 


tow 
d) 


Markup 


18% 


18% 
18% 
18% 


18% 
183% 


19% 
19% 


193% 


21% 
213% 


22% 


223% 
23% 
UG 


Og, 
oid, 


25% 








age whe gars 
BL ne ster: etasT sid so af 
> A, ; . me S. he ne an ° 
‘ESS 82 Cee in 

$8. aeldetedd gq so 8 












re , cs chin 
f O€. a'de\o# = atq so Sf -bom asnutd 


| . ~ “dhurtegerd 
ROL bFS\S  sevoH mwoT otd so 0S youst sS0tut, 


iN se aah asod smo? 
Rel [s, isi yd tasv at? so 8S a! dg BOECHO 


. . dotts? AN 
hier ag, | | dt ay a 


; a 
a a aten, phe hae 
7 | <I no’ so #E aeodsmoT Liou 


qT bsxsw 
“#7 004 


: alod #104 
Rigs er. | di ete, agorld 


RES Ee a oi smgolom 
RS ROS yadbed mad fg, 978d, 0019 


—  patso eeeertd 
wid . bem 


ROE 
Net 
Her «TS, sd somtet at ar 
Nex 
nis 




















sd turrtteqero 
di 108 este |f0e 





Name of 
Commodity 


Cabbage 


Tomatoes, 
fresh field 


Celery stal- 
ks, green 


Pork Hock- 
less,shouldr 


Oranges, Cal. 


344 or 288 


Lemonx, Cal. 
300 or 360 


Turnips ,Cal,. 


Onions, No.1 
cooking 


Light Bulbs, 
frosted 


Lettuce 
head,fresh 


Apples ,eat'g 


ela 


Unie. or 


=sale 


Lb 


Lb 


lb 


Lb 


lb 


lb 


Grade or 


Brand 


Imported 


Imported 


Imported 


Imported 


60 watt 


Local 


Variety Winesap 
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(cont'd) 
Retail 
Price | Markup 
2/13¢ 26% 
23 26% 


ie, 27% 
12 272% 
6 284% 
209 283% 
2/13¢ 29% 
.20 41g 
14 293% 
5 30% 


Then, Appendix D is a note about com- 


putation of store markups, as follows: 
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Note About Computation of Store Markups 


Throughout this brief, store markups 
on a percentage basis have been computed in 
the following manner: 

Ls From the retail selling price of an 
individual item the landed store cost 
to Safeway of that item has been 
deducted. 

oe This difference between the selling 
price and the landed store cost has 
been divided by the retail selling 
price, thus giving the percentage 


markup. 


THE CHAIRMAN: Mr. MacAulay, there is a 
distinction drawn sometimes between "markup" which 
is generally regarded as being related to cost, and 
the margin which is related to selling price. You 
are apparently using the term "markup" in the 
sense of the margin of percentage of selling 
cost, selling price; is that right? 

MR. MacAULAY: Yes. 

THE CHAIRMAN: When you speak of a mark- 
up you are speaking of a percentage of selling 
cost, rather than a markup on the cost price? 

MR. MacAULAY: Yes. 

THE CHAIRMAN: Because in some briefs 
we have had the two terms have been used as mean- 
ing something different; and the percentages, of 


course, vary. 
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MR. .MacAULAY:» Yes,;.of course, Then, 


to continue with the reading of Appendix D: 


It should be emphasized that Safeway's 
low retailing prices are not due to any 
losses taken at either the retailing or 
wholesale stages inasmuch as there are no 
such losses at either stage. 

It might be further added that this 
integration of warehousing and retailing 
operations is the source of many great 
economies from which Safeway customers ben- 
efit. These same economies, it can be further 
pointed out, are available to any other 
retailers, chain or individual, who choose 


to operate in the same manner. 


Now, if there are any questions that 
the Commission or counsel wish to ask, I have Mr, 
Kraft here and Mr. Crawford, and I might choose 
to answer some of the questions myself. I presume 
that so long as you get the answers you are not 
interested in who answers them, 

THE CHAIRMAN: So long as we get the 
right answers ~- and by that I mean the answers 
which really mean what Safeway intends to say. 

MR. MacAULAY: Yes, I understand. 


THE CHAIRMAN: I think it might be wise 
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if we were to adjourn for lunch at this time. 
It is after 12.30, and if we resumt at 2.30 
we would have plenty of time for discussion 
this afternoon, without having to stay too 


late, 


--- Luncheon adjournment. 
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---Upon resuming at 2.30 p.m., Tuesday, July 6, 1954. 

THE CHAIRMAN: I gather, Mr. MacAulay, 
that you do not wish to add anything further at this 
stage? 

MR, MACAULAY: No, I think not. 

THE CHAIRMAN: Questions will now be in 
order, then, 

MR. MACAULAY: Yes. And I think perhaps 
most of the questions will be directed to operations. 
I think Mr. Kraft will answer them or, if he thinks 
it is something the general manager might answer 
better, someone else will answer. 

THE CHAIRMAN; We will leave it that when 
a question is asked, whichever of you has the informa- 
tion will give the answer to it. 

MR, MACAULAY: That is satisfactory, yes. 

MR. GERIN-LAJOIE: Mr, MacAulay, you have 
made quite clear what you consider a loss leader to 
be. There is only one clarification I should like 
to have, if possible, I have in mind what you say 
particularly at the top of page 6 in your brief, 
where you say: 

It should be pointed out that in any honest 
definition loss must be involved before there 
is a true loss leader. 
I wonder if you have in mind a loss with respect to 
your cost price or with respect to any other figure-- 
with a small markup to cover some overhead expenses, 
or not at all. 


MR. MACAULAY: I think perhaps that is in our 
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definition--"A loss leader is a sale made at a 
price below the lower of invoice or replacement 
cost, with the intent or purpose of injuring or 
destroying competition by misleading customers". 
So I think our meanine of "loss" can perhaps be 
derived from the definition--"Loss leader is a 
sale made at a price below the lower of invoice 
or replacement cost,” 

MR. GERIN-LAJOIE: Now refer to page 4 of 
your brief, where it says: 

A written company policy further specifies 
that prices shall not be reduced below... 
(b) six per cent above current replacement 
costs, 
Have you any special reason why this figure of six 
per cent was determined, why it should not be five 
per cent or seven per cent or eight per cent? 

MR, MACAULAY: Well, that six per cent was 
written into the booklet by head office and, so far 
as I am concseraca, 1 wave nu reason, So far as 
Mr. Kraft is concerned, I do not think he has any 
reason, either, | 

MR. KRAFT: I would have no answer to that, 
no, | 

MR, MACAULAY: We just do what we are told. 

THE CHAIRMAN: You mean that the Canadian 
company does what they are told? 

MR, MACAULAY: No, the president of the 
company tells us what to do. 


MR, WHITELEY: Is it possible it has any 
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relationship to percentages set in any minimum loss 
acts in the United States? 

MR, MACAULAY: No, I doubt that very much. 
because those percentages vary, I think, in the acts 
in the United States. 

MR, WHITELEY: I seem to recall that some 
of them have six per cent. 

MR, MACAULAY; Yes; I know it was in there 
before we had a five per cent minimum markup law 
here. That six per cent figure has been in there 
for a long time. 

THE CHAIRMAN: Before any of the provinces 
here passed any legislation? 

MR. MACAULAY: Yes, before any of the 
provinces here passed legislation, 

MR. GERIN-LAJOIE: Would your answer be 
the same, or your absence of an answer be the same 
regarding this 15 per cent figure? 

MR. MACAULAY: That is right. Experience 
indicates pretty much that you have to have 15 per 
cent on produce, on account of the depreciation 
features or the deterioriation feature, And that 
is why that percentage is higher than it is in the 
ordinary case. 

MR. GERIN-LAJOIE: I had a tendency to 
attach relative importance to this six per cent 
figure, because some of the groups who have 
appeared before the Commission have complained 
about the great variety of markups. And you have 


justified that variety in your brief. 
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MR, MACAULAY: Yes, 

MR, GERIN-LAJOIE; I was wondering if 
there was any specific reason for fixing the lowest 
margin at six per cent. But you say you do not have 
any specific reason, 

MR, MACAULAY: No, I do not think so. I 
notice that in our brief we say we hope to get down 
to six per cent to eight per cent. We hope our 
markup ultimately can be between six and eight per 
cent, 

MR. GERIN-LAJOIE;: Now, at page 16 of 
your brief there is something which relates also 
to that percentage, I am referring to the para- 
graph which deals with competition, and which 
states: 

As previously explained the company must 
protect its competitive position by meeting 
the prices of its competitors in the trad- 
ing area. 
I wonder if that might lead you to fixing a markup 
under six per cent, in the circumstances explained 
or envisaged in this paragraph, 

MR. MACAULAY: We would not fix a markup 
below six per cent, but we could conceivably go 
below six per cent in order to meet competition, 

MR. GERIN-LAJOIE: That is what I mean, 

MR, MACAULAY: Yes; otherwise, it would 
not mean anything, unless we did. That is, if 
our competitors knew that we would never go below 


six per cent above cost, we would never have any 
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competitive position. 

MR. GERIN-LAJOIE: Does that mean also 
that you would go under your cost price, if neces- 
sary, under such conditions? 

MR. MACAULAY: I think that could be said, 
yes. 

MR 4 KRAMIs . Yes... 

MR. GERIN-LAJOIE: Is it the policy of 
your company to meet all competitors! prices, 
whether advertised or not, or whenever you know 
there is a lower price? 

MR. KRAFT: It is, to the best of our 
ability. We have full-time checkers, who check 
every newspaper ad that comes out. And we do our 
best to see that we are not undersold. Our price 
checkers also visit competitors! stores and 
observe firsthand what they are offering, to see 
if any of their prices are lower than ours, 

Our price checkers, of course, are 
thoroughly familiar with our own prices. This 
is the case, except in isolated rare instances 
where, perhaps in a small neighbourhood, once in 
a while a small merchant may drastically cut a 
price and we may tend to close our eyes to that 
condition for a short time, if it is just an 
isolated case. However, if it is a serious cut 
in that area, we would meet the price in the 
store or stores nearest that competitor. But we 
do our best to be competitive. 


MR. GERIN-LAJOIE: Now, I should like 
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to be more precise about this. I have personal 
knowledge, although it is not in the record before 
the Commission, that in Montreal, for instance, 
where we have a few chains, some goods are cheaper 
in one store, possibly to the extent of one cent, 
and some others are cheaper in another store, I 
wonder if that would not happen here; do I under- 
stand that as far as you know where any competitor 
has a lower price than you have, you manage to 
have the same or a lower one? 

MR. KRAFT: To the best of our ability 
we will meet a competitor's condition, 

MR. GERIN-LAJOIE: When you say "to the 
best of our ability", what do you mean? 

MR, KRAFT: We do everything we can 
possibly do to be aware of what the competitor is 
doing. 

MR. GERIN-LAJOIE: Yes. 

MR. KRAFT: We listen to all their radio 
announcements, to the extent that it is possible, 
and we check every ad that comes out, as quickly 
as we can get our hands on the newspapers when 
they come out in the afternoon, We check the 
papers and, if there are any prices advertised 
in the papers lower than ours, then that night a 
price change bulletin goes out to our stores, so 
that next morning they are selling that merchan- 
dise at the competitor's prices, 

To the best of our ability we meet 


conditions, I would not say that it does not 
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happen once in a while that a competitor somewhere 
may undersell us for a short time; but we do the 
very best we can to be aware of what is happening. 

MR. GERIN-LAJOIE: What I had in mind was 
those cases where you know that a competitor has a 
Lower price. Of course, I have not in mind cases 
where you would not be aware of the situation, 

MR, KRAFT: Where we know that a competitor 
has a lower price, we meet that price, 

MR. FAVREAU: If I may interject, does this 
system of checking apply only to the case of adver- 
tised prices of other retailers, or only to the 
actual prices as they are in effect on the premises? 

MR. KRAFT: It applies to both. We check 
every day, and our price checkers visit the stores 
of competitors, and check all their regular prices, 
their shelf prices; and we make adjustments as 
necessary, so that we will meet both their shelf 
prices and their advertised prices, 

THE CHAIRMAN: When you say you meet those 
prices, do you mean that you strike a price that is 
the same, or do you go below them? 

MR. KRAFT: We do not go below. 

MR. GERIN-LAJOIE: My next question deals 
with traditional markups, or the factor of condition 
in determining your markups. I am referring particu- 
larly to page 15 of your brief. I should like to 
have a bit more information on this factor, and the 
policy of your company regarding it. Do you stick 


by any traditional markup or would you have a 
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tendency to change it progressively whenever you 
think it is not commercially sound? 

MR, KRAFT: We would have a tendency to 
change it, if competitive conditions permit. That 
is, if historically an item has been sold at an 
unreasonably low markup, then, if we can raise the 
price and be competitive, thereby making the price 
more reasonable, we will do so. And on occasions 
we do lead upward. We reluctantly do that, and that 
does not often happen. But it has happened. And we 
do, on occasions, lead upward where the price is so 
low that it does not show in our opinion a reason- 
able markup. 

MR. GERIN-LAJOIE: Does that mean, however, 
that you never lead at a higher price than any of 
your competitors, so far as you know? 

MR, KRAFT: That we never lead upward? 

MR. GERIN-LAJOIE; At a higher level than 
your competitors do? 

MR. KRAFT: We do, once ina while, But 
we do not often lead upward. We do not often set a 
price higher than a competitor. But, ona few 
occasions, we have done so, I recall that in 
Edmonton perhaps two years ago bread was being 
sold at a price so low that it did not show the 
manufacturer a profit, and also show the retailer 
a reasonable margin. 

We were the first to increase the bread 
price, We left the price up a few days, and com- 


petitors did not--our main competitor did not 
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similarly increase his price, So we dropped down 
again. We left it down for a matter of a month or 
six weeks, perhaps, and we tried the same thing again, 
This time the competitor also increased his price, 
Thereby the price of bread was restored to a more 
reasonable erent say, we reluctantly do that 
kind of thing. We do not often do it. We do not 

tike do0ine it. But we do it on occasions. 

MR. GERIN-LAJOIE: I am looking at page 10 
of your brief. Is this, Mr. MacAulay, the complete 
list, or do we find a complete list in the appendix? 

MR. MACAULAY: This is complete. However, 
there is more detail in the appendix. 

MR. KRAFT: This is double spaced, and in 
the appendix it is single spaced. 

MR, GERIN-LAJOIE; It would not be a com- 
plete list of your items. 

MR, MACAULAY: No--of the 85 items, 

MR, GERIN-LAJOIE: I have in mind goods 
you sell at a markup of six, seven or perhaps eight 
per cent. Is it your opinion that those markups 
are commercially sound, taking into account all 
factors mentioned in your brief, apart from the 
traditional factors? 

MR, KRAFT: It depends on the item and the 
turnover--the bulk of the item, and the weight of 
the item, and the amount of space taken up. Seven 
per cent or éven less than that may show a good 
profit, depending on the item, On another item 


the percentage markup of possibly 12 per cent, or 
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more, would not necessarily show a profit. 

MR, GERIN-LAJOIE: I quite understand that. 
But, having regard to those factors, is it your 
opinion that all low markups are fully justified, 
quite apart from the factor of tradition which has 
made a certain price prevail? 

MR. KRAFT: No, tf would not say all. Tf 
would think that markups on some items might 
justifiably be a little higher than they are, 

MR. WHITELEY: To what extent can you 
actually assess the profitability of individual 
items? 

MR. KRAFT: . The profitability of indivi- 
dual items? 

MR. WHITELEY: Yes. 

Me. BRAGT: 7.0 not believe I tan answer 
that one; and I do not know, with due respect to 
everyone here, or elsewhere, if anyone else could 
answer,1t.o41.d0 not know if any.crocery store, 
where 2,900 items are handled--if in that store it 
is actually known how much it costs exactly to 
handle each specific item. 

MR WHITEY: I think that is really involved in 
counsel's question. Because, while you might have 
@ general opinion that selling one particular item 
at eight per cent is not too profitable, if you 
cannot actually measure you are really relying on 
your judgment rather than upon any actual account- 
ing appraisal of the expenses, and so on, involved 


in connection with the disposal of that item, 
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MR. KRAFT: If it were possible to make an 
accurate accounting appraisal it would be a very 
interesting figure to see. I question if that is 
possible. But in our opinion merchandise, high in 
value and small in bulk, and turning over fast can 
be sold for a much lower markup than a bulky, heavy 
item taking up much more space, and where turnover 
Ee ows 

Cigarettes, for instance, is an item that 
has been referred to a number of times. In my 
experience as a retail operator I believe, consider- 
ing the selling price of a carton of cigarettes at 
$2.95, that if I had a store and sold only cigar- 
ettes at that kind of price, and sold cigarettes 
in big volume, that they could be sold at probably 
five per cent gross margin and still show a very 
good profit, 

On cigarettes I think the percentage 
figure is rather misleading. It does not cost the 
retailer, in my opinion, any more to handle and 
sell a carton of cigarettes than it does to sell a 
similar sized package of breakfast cereal. Cigar- 
ettes may show a markup of only seven per cent, 
and the markup on breakfast cereals might be 14 or 
20 per cent, but if the item takes up the same 
bulk, and the price of a carton of cigarettes is 
$2.95 and that of the breakfast cereal is, let us 
say, 20 cents, then the 20 per cent on 20 cents 
would show about four cents profit, I believe, on 


the selling price, With 15 cents on a carton of 
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cigarettes costing $2.80, and selling at $2.95--and 
they cost less than that--but if they did cost $2.80, 
the retailer would be making 15 cents on the carton 
of cigarettes. I, therefore, say that cigarettes 

are very much more profitable than breakfast cereals, 
on that basis. 

MR. WHITELEY: But there are other factors 
entering. Let us say that cigarettes and breakfast 
foods turned over at the same rate of rapidity. 

MR, KRAFT: Even if they turned over at 
the same speed--- 

MR. WHITELEY: And a certain amount of 
capital employed in selling breakfast foods, and a 
larger amount of capital employed in selling cigar- 
ettes, 

MR, KRAFT: As I see it, that would be 
the only reason why a larger margin would be justi- 
Pied forethe «clgerettes.; »But-if youchave.a big 
turnover, the amount of capital invested becomes 
avery small item, 

THE CHAIRMAN: If you sell the same number 
of cartons, then the only thing that would justify 
any need for higher profit on cigarettes would be 
the larger amount of capital that was invested in 
the stock, 

MR. KRAFT: That is right, 

THE CHAIRMAN: Selling a carton of one as 
rapidly as you sold the other, all other factors 
would be about the same--the size involved being 
the same, and the amount of work involved, and so 


OL 


08, st teoo bib ar at ues asd? uel. S409. yeh 
sodtso eft so stmeo 8 gablem od pluow telteden edd 
estterxeyto Jens yee ,etoteteds .t) -eettousyto to . 
.cleotso tastigerd aadd efdedttosy erom doum yrov ome 
| | (op ekead dade a9 
eTotost sedso. ets ae joa :-YRIGTTAW AM 
Jestiseid bis essjertagto gadt yse ev tel .gntretas 
.Wibigat to ater omse end da teva beawd eboot 
ta tevo bontad yeds- tt oevE +sTIAD AM 
 -=——beegqe. emse arft 
to gavome aiatreo 2 bok +YRISTIRW .AM 
5 Dita .eboot testiserd gotifee at beyolqme Latiqss 
-Tapio gortiles ak-beyolqme Latidss to dnayoms eit 
-eedts 


ed bluow dadd .Jf ses I eA THAR, .AM 


~tdeul, ed bluow ataxam vegisl a ydw noeset yLno ent 
gid 2 eved woy tt du ,esddenagto edt tot fot? 
eemooed beteeval fetiqso to arts odd . tevomunt 
ett (Lame prev s 
toda ose eit [ioe voy tI. sWAMALAEOD BHT 

vitdeut bivow dad gatdd xiao edd madd yenodtan 20 
| ed Biuow eetieregio mo Shlong wedghd, g401 been yas 
at béteevnt eaw det? Ladtgas 0 dauome tegtal art 

| Nee stoote edt: 
jer, stdats edidedt TTA AM. whe 

e6 emo to nodass s gntifeg {MAMATARO BHT, alk NS 
todos? tadto (fs .xedho odd bios voy ee yibtger 
aated beviovat esia oft—~emee edit duods ed Siuow 
oe. baa —— tow Yo dovoms etd bas, emae. odd 
«MO 


; ae 





akc pa 


MR, MACAULAY: We take off a statement 
every four weeks, and if our judgment is wrong in 
the markup on too many items it shows up in the profit 
and loss statement. 

THE CHAIRMAN:  %t might be wrong on one of 
them, 

MR, MACAULAY: Yes, but on balance our 
judgment is all right. Otherwise we would be operating 
in the red rather than in the black. 

THE CHATRMAN: There is one thing about 
this rapidity of turnover which has not yet been 
mentioned. Rapidity of turnover depends upon the 
volume of stock which you carry, to quite an extent. 
Ifyou carry 50 cartons of cigarettes and you sell 
50 cartons a week, then you can say that you turned 
over once’s week.” If you carry 500° and” sell” only 
50, then it takes ten times as long, and therefore 
your margin’ or proper Is°noL the” same, and Lt has 
to be adjusted. 

MR. KRAFT: That is’right, And a good 
merchant would not carry cigarettes more than two 
weeks. He wants to keep them fresh, 

THE CHATRMAN: He would try not to, 

MR, MACAULAY: That is a matter of judg- 


ment, too, as to how much stock of each item you 


, 
carry. You learn that from experience. 

THE CHAIRMAN: There would be no hard and 
fast rule on that. 
MR. GERIN-LAJOIE: While we are on the 


subject of cigarettes, Mr. Kraft, may I ask if it 
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is your opinion that there is possibly too large a 
number of cigarette outlets, tobacconists in the 
main cities of Canada--let us say more particularly 
in Vancouver--and that that would be an explanation 
by you of the complaint the Commission has heard 
from the tobacco dealers or the tobacco retailers? 

MR gal Ps Well, Todo not think J ican 
agree to that,.exactly. But I do feel that the 
tobacco jobbers have had an umbrella over their 
heads for many years, and that they have been 
protected with certain markups which it was 
thought were necessary. I say that that markup has 
been more than adequate for the efficient tobacco 
jobber with a heavy volume. It may not have been 
adequate for the very small jobber with a low 
volume, who gave services which we consider are 
unnecessary, sucheas salesmen, delivery ,..and 
credit...Those things. all, cost money. 

MR. GERIN-LAJOIE: You are now consider- 
ing the jobbew,movt cne retadiier. 

MR, KRAFT: I am talking about the jobber. 

MR. GERIN-LAJOIE: And what about the 
retailer; if he is not getting enough turnover, is 
there any other explanation in your view for this 
surplus number of retailers? 

MR. KRAFT: Well, I do not know if there 
are too many retailers, but I think this, that the 
retailer who gave what we consider unnecessary 
service--that is, service in so far as the masses 


are concerned--if he gave a lot of services, those 
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services cost money. 

ifehe wsoticits, if he takes firm orders, 
if he accepts’ C,0.D, orders, if he gives delivery 
and credit--all those things cost money. And his 
operating expense would therefore be higher than 
the merchants who do not give those services. And 
there is no reason why he should not ask for those 
services a higher price for his cigarettes, if he 
needs a higher price than the strictly cash-and- 
carry chain stores, or other businesses. He does 
not meet chain store prices on hundreds of other 
items which he and the chain stores, the cash-and- 
carry store--such as ours--have. He does not meet 
Olmeprboes,. Safeway prices, .onmany ;othenm<items). 
Why, then, should he expect to be able to meet them 
on cigarettes? 

MR. GERIN-LAJOIE; Name a few of those 
commodities, a few goods of that kind, which they 
sell as well as you do. 

MR. KRAFT: I would say that the average 
retailer probably handles maybe 1,000 to 1,500 of 
the 2,900 items we handle here, And I would say 
that he would probably meet some of the staple 
prices of the cash-and-carry stores, but the 
majority of his prices would be higher. 

MR, GERIN-LAJOIE: Can you give examples 
of articles he carries and you carry? 

MR, KRAFT: Oh, well, he would handle all 
kinds of food items. 


MR. WHITELEY: You are referring to an 
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independent retail grocer? 

MR. KRAFT: Yes, 

MR. WHITELEY: Counsel may have in mind the 
sort of neighbourhood corner convenience store. 

MR, KRAFT: Well, I am referring particu- 
larly to the grocery and, to some extent, the so-called 
confectionery store, which is a glorified confectionery 
store, and which for the biggest part of the time also 
handles many grocery items, including butter, eggs, 
milk, cheese, bread, and so on. 

MR, GERIN-LAJOIE: That is not what I had 
in mind. 

MR, KRAFT: As well as canned fruit, canned 
vegetables, frozen foods, smoked and cured meats. I 
am sorry if I did not catch your point. 

MR. GERIN-LAJOIE: I had in mind what we 
could call more generally the tobacconist who sells 
tobacco products, magazines and candy. 

MR, KRAFT: Oh, yes. 

MR. GERIN-LAJOIE: I wonder if in your 
view--and, I may say that those people have com- 
plained before the Commission that the selling of 
cigarettes in chain stores age harmed their trade. 

I wonder if your explanation of their complaint or 
their situation is that they do not have a large 
enough turnover, 

MR. KRAFT: I would say that, yes. 

MR. GERIN-LAJOIE: And is the explanation 
for that the too-low turnover or the too-great 
number of such outlets. Or have you some other 


reason? 
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MR. KRAFT: That might seem reasonable; I 
think that seems reasonable. 

MR, GERIN-LAJOIE: You do not see any other 
reason at the present time in your personal view--and 
I am asking that question just because you happened 
to deal with that subject, 

MR. KRAFT: No, I do not know that I would. 

MR. GERIN-LAJOIE: I wonder if you could 
clarify another subject at page 12 of your brief 
where, in the third paragraph, you say: 

For séieway Stores in Vancouver, for instance, 
the average markup is now appoximately 16-1/6 
per cent, 
I believe Mr, MacAulay mentioned, as an explanation, 
that that was not realized. 

MR. KRAFT: That is not the realized gross. 

MR. GERIN-LAJOIE: Because you had a loss 
on perishables, 

MR. KRAFT: Yes, that is right. There 
would be some mark-downs to be taken against that 
figure, particularly in respect of perishables. 

If every package of merchandise, including perish- 
ables--fruit and vegetables and meats--were sold on 
the basis of the prices projected, then the markup 
might total 16-1/6 per cent. But, considering the 
fact that some mark-downs are necessary, or perhaps 
the full price is not realized for all merchandise-- 
there is a shrinkage in merchandise, perhaps through 
carelessness or shoplifting or for some other 


reason--the realized gross would be something less 
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than this figure. It would probably be nearer 14 per 
cent--that is, the realized gross. 

The matter of competitive conditions also 
comes in, It would be necessary to adjust prices 
downward. It is sometimes necessary to adjust them 
downward to meet competitive conditions. And that 
would tend to tear that figure down. 

MR. GERIN-LAJOIE: $8.0, could we make a 
corresponding change at page 28 of your brief, have 
tt in mind anyway, without changing the figures, 
possibly? When you mention 16.4 in 1954--- 

MR. KRAFT: Well, now, that 16.4, I 

believe, was for the first 20 weeks of this year. 
It was not for the fujJl year in any case. And that 
16.4 was the realized gross, including the cost of 
warehousing and delivery, including the warehousing 
function. And that makes a difference of approxi- 
mately two per cent. 

MR. MACAULAY: There is another matter I 
might explain to you. At page 17 of the brief we say: 
For Canada as a whole, Safeway's gross profit 

per dollar of sales in 1953 came to 14.7 cents. 
So the other division is included in that figure. 
When we take profit figures, we take the all-Canadian 
figures, Here we are just talking about the Vancouver 
division, When we talk about 14.7 cents gross we are 
talking about Canada as a whole,--"Safeway's gross 
profit per dollar of sales in 1953 came to 14.7 cents," 
MR. GERIN-LAJOIE: That was the gross, 


taking into account the reduction? 
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MR. KRAFT: Yes. 

MR. GERIN-LAJOIE: After operations, 

THE CHAIRMAN: That is the gross realized. 

MR. MACAULAY: Yes, across Canada--not in 
the Vancouver division, 

THE CHAIRMAN: Allowing for any actual loss 
through depreciation, and so on, 

MR. eKRAPT se (1Thatesiseright. 

MR, GERIN-LAJOIE: If we consider at page 28 
the figure of 15:7 for Vancouvervonly, in’ 1953, 
should that not be comparable with the 16-1/6 per 
eent at page 12? They are both for Vancouver, are 
they not? 

MR. KRAFT: No, the figure on page le is 
for Canada. 

MR, CRAWFORD: Retail. 

MR. KRAFT: That is the markup, and the 
15.7 1s the realized gross, It includes the cost 
of, warehousing... This: 5.7 includes the cost of 
warehousing and delivery, whereas the 16 per cent 
figure at page 12 refers only to the gross at 
retail level. To make a comparison as between 
those figures I believe roughly two per cent 
should be added to the 16 per cent figure on page 
l2 to cover warehousing and delivery functions, 
Tethinksthatnisnrightjais dttnote? 

THE CHAIRMAN: Perhaps we should look 
again at page 17, just to be quite clear, where 
we have a reference to the gross profit per 


dollar of sales for Canada in 1953 as 14.7. Does 


y Teel ie i ho 
nies eer eA a ad ars 
,eoivexego TedtA . _ sRTOLAL-EAO E saleoe hed 
-boskfset geosy, oft ef. sect WAMALARD SAT) 
St don--abans) saors .29¥ SYMIUADAM . mM pion 
_fotetvts sevuoonsv edt 
eeol. feudos yrs yot satwollA  ;MAMATAHD SHT . | 
.0 08 bas olsjstoorgeb davomit 
gts ef dedT ;THARL , aM 
8S egsq te mebhemoo ow 22. :MIOCAI-UTAND .AM, | 
88Ql at elmo revvoomsy tot Y.aL to eaugtt odd 
veq O\l-d1 sd détw efdereqnoo ed som tad? BLtworle 
S18 ,tevyoowsy Tot dtod eta yedT ¢Sil eged ds ges 


¢son yeas, 


et Sf egeq no siygtt edd ,of THAR ,AM 
‘ | -8baae) ToT 

-ilasiet :CHOFWAAO » Sit 

ett bag guniam od’ al tedT ;TSANM . AM 
¢eoo ert eobulont JI .esotg besliser add ef wre’ 
46, de00. eit coher sick y. aL etdT .gritevoderaw ‘to 
joes toy Of edt esetaiw ,yrovileb bas gotavocetsw 
ge@2 eeoxg add of sree avreter Si easd ts enualt 
neswied 24 soelisqmoo a exam of .Levefl {tates 
: Seen, teq ow yitiguot evetfed L ecotgtt esoda 
eyeq m0 omntngtt taso req Of acid od od Siluode 
_,etottons? yrovileb ee aevoo od Sf 
| evoo df ai «Saat ek ded? warded T 

“Aol Atveds ow eqerttas ‘MAMALAE SP laid 

atedw ,taelo ettup sd at tent Tf egeg da ategs 
eq, Item eeony att of gadeteter @ evad ev 
esod .T.8f 28 GeQt at absnsd mot ease to tafton 





ad isk 


that include warehousing charges? 

MR. KRAFT: No, 

THE CHAIRMAN: That is just the retailing 
operation? 

Mn PART: Ses? 

MR. GERIN-LAJOIE; Now, I do not know if 
Mr. MacAulay would wish to answer, or Mr. Kraft, but 
Mr, MacAulay explained this morning, if I am correct, 
that efficient operators do not have to fear chain 
stores, JI wonder if your company does not obtain 
merchandise at a lower cost than the independent 
retailers can get it. Would there not be a difference, 
at any rate? 

MR. FAVREAU; That was also included in 
your question on cigarettes, I think. 

MR. GERIN-LAJOIE: I am coming back to it. 

MR, MACAULAY: We do not know that. We 
do not know what they obtain their goods for, I am 
not talking about cigarettes now. 

THE CHAIRMAN: But you do know what you 
get them for, 

MR. MACAULAY: We know what we get them 
for, yes. But, you see, there are voluntary chains 
all across the country. Fellows band together for 
the purpose of purchasing, and I think perhaps those 
voluntary chains perhaps get the same prices as we 
do. What the other fellow gets, we do not know-- 
the price he pays. But, let us take Red and White-- 
that is a voluntary chain, Then, I think there is 


another one on the prairies. 
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MR. KRAFT: Purity and United. 

MR, MACAULAY: Yes, United and Purity. And 
I think that a lot of these chains, some chains on 
the prairies, buy their goods in bulk from other 
wholesalers, such as Western Grocers, and so on and 
so on, That is something we would not know about. 
That is something we do not tell the other fellow, 
and something he does not tell us. 

MR. GERIN-LAJOIE: All you know is that it 
is conceivable that you get it at a lower price. 

MR. MACAULAY: It is conceivable that he 
can get it at the same* price, if he is smart. 

THE CHAIRMAN: You would not carry that so 
far as to say that a single independent operator 
running a small store could do so? 

MR. MACAULAY: If he is dealing all by 
himself, I would think not, yes. 

MR. KRAFT: I would qualify that by 
suggesting that if he is a real big independent 
retailer, he could buy as well as a Safeway store 
or a chain store, 

THE CHAIRMAN: Well, he would have to be 
a pretty big one to buy from the manufacturer that 
way. 

MR, KRAFT: He would not necessarily need 
to, and I would not be surprised if some independent 
retailers do. I hesitate to mention names, but I 
think perhaps I could mention one, 

THE CHAIRMAN: That is, you have a crude 
suspicion about some of these things that Mr. 


MacAulay says you would not know. 
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MR eo KRAFT:  »That: is night. 

MR. GERIN-LAJOIE; Coming back to this 
question of cigarettes, I suppose you know that you 
get cigarettes at a cheaper price than the indepen- 
dent tobacconist or retailer can get them. 

MR. KRAFT; Wo, I do not know that. 

MR, GERIN-LAJOIE: And I would like to 
know what you think about this, which was told to 
the Commission by independent retailers of cigar- 
ettes, particularly the strict tobacconist type. 
They say, "If cigarettes are being sold in chain 
stores, for instance, at a lower price than we can 
sell them, they will get the business on cigar- 
ettes, most of it, We will have to go out of 
business. Who will sell the other tobacco products 
in those circumstances?" What would be your answer 
to that situation? Or would you have an answer to 
it--cigars, tobacco and all the small articles 
which are used by smokers or are carried by 
tobacconists? 

MR. KRAFT: Well, I cannot conceive of all 
tobacconists going out of business, just beause stores 
such as ours nenélie and sell cigarettes. JI think 
there is enough tobacco business on other lines to 
make it possible and practical and profitable for a 
number of tobacconists' stores to stay in business. 

MR. GERIN-LAJOIE: There is something else 
which has been told the Commission, that unless you 
give the independent retailer a sufficient margin of 


profit, according to his view of what is a sufficient 
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margin of profit, he will go out of business--that 
quite a number of them will--and that this would 
favour the development of monopolies, in a broad 
sense... .Pirst of abl, would you be in.a: position, to 
tell the Commission what percentage of the retail 
food business you may have in a city or region we 
will call region "xX", 

MR. KRAFT: Well, that varies considerably 
according to the town or city. And we do not know 
exactly what the answer would be. We have some ideas 
as to the total food consumption in various areas, 
It appears to be difficult to get from the Dominion 
Bureau of Statistics, or from any other source, 
completely accurate information. The percentage 
figure, according to our estimation, would vary con- 
siderably in the different towns. It would depend 
upon how much competition there is in an area, and 
how well we have the area covered, or not covered, 
with stores, so the people can shop conveniently. 

In our organization as a whole, when we consider 
also the American company--that is, Safeway Stores 
Inc .--it would range from a low of less than three 
per cent to & hieh of, .belieme.. 6littie over 
25 per cent, 

MR. GERIN-LAJOIE: Do you mean that in no 
city or particular region you would have more than 
20 or 25 per cent of the retail trade, roughly speak- 
ing I mean? 

MR. KRAFT: It could be; but we have no 


accurate knowledge of that, 
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MR, GERIN-LAJOIE: But your own view is 
that it would be about the maximum? 

MR. KRAFT: Yes, I would say so. I would 
say that that would probably be the maximum. I do not 
know of any city in Western Canada, frankly, where we 
have a percentage figure as high as that, 

MR. FAVREAU: Of all the cities in which 
you have stores, what is the one that is the smallest, 
and the one that is the biggest, in population? 

MR, KRAFT: Well, the population of the 
city, do you mean? 

MR, FAVREAU: Of all the cities in which 
you have stores, which one has the lowest and which 
one has the largest? 

MR. KRAFT; Vancouver would have the 
greatest population, 

MR. MACAULAY: And Carman, Manitoba, with 
2,000 population, would probably be smallest. 

MR. KRAFT: Melfat, Saskatchewan--or 
Courtenay--which would be even smaller than Carman, 
But you have to consider the population in the 
surrounding area, also, the trading population, And 
what is the radius of the trading population?--Well, 
that is not clearly defined. It would depend on the 
geographical conditions. 

THE CHAIRMAN: And the condition of the roads, 
very often, too, 

Mi. BRA t: 2ea. 

MR. GERIN-LAJOIE: At page 37 of the brief, 
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Moreover, his customers tend to make their 
purchases in the store of the competitor who 
buys back the particular commodity which the 
offending retailer has been loss leadering. 
Should we understand from this that it is quite a 
generalized practice for the store to buy the goods 
which have been loss leadered in another store? 

MR. KRAFT: I would not say it is a 
generalized practice, but I have knowledge that it 
has happened in some parts of the United States. I 
have no knowledge that it is actually happening or 
has actually happened in Western Canada, 

THE CHAIRMAN: You mean this actual pro- 
cedure is taken from some experience in the United 
States? 

MR. KRAFT: This particular procedure is, 
yes. But it could well happen here, If prices were 
drastically reduced to less than the invoice or the 
replacement cost, and if a competitor could buy from 
another store at a price lower than he could buy 
wholesale, well he could then buy from that other 
store, That kind of thing has happened in the 
United States. I have no first-hand knowledge 
that it has happened in Western Canada, because 
there is not to my knowledge any very severe price- 
cutting in Western Canada. 

THE CHAIRMAN; That is, if a sale by the 
one retailer was, according to your definition, a 
genuine loss leader, then the other people could buy 


from him more cheaply than they could buy from jobbers 





7 Thed? Glen of bag? eresotsue hd. maveTOM 

ow tostdeqmos edd Io erode odd ab eseadorug > 

7 _ ett doLoie ‘Bhome. telvoldcar oxia wosd awd 
-gutiebsel eecl seed ear Bae ais gathaatio: 

8 edtup ef at dadt abit mort bastetebhiy ey biyone 
eboog odd yud od anode mee <0T eoitossg bestlerenog 
| tsiods isdtese at berebseel gol aeed eved doldw 

7 i a alle ale tae Adis ;TIA . 7M 
| ti gat? epdeluont evad I dud ,eobsosay sii aaa 
Wa rT eotate Sstinw edd to eiaag sioe ct beneqqad sad 
| “20 aoinegges yifemivs ef di dadt sabelwood om eved 
7” Shae) areteeW ai beseqqes pilsudos eed 

“pq feutos eit ogeu voY +MAMATAHD FHT 
le. Desinv sit qi eonefteqxe saioe wort flexes ef otubes 
| | _ feotade 

o2 eswheooyy talvotineg shit *THAHA . AM 
p etew segtag 2. »sied asagad Ifew blooo 3 dud. eey 
eft to sotoval od medt eae 9? besuber yilsotsaaid 
; i moxt youd binoo sod kd ego os tt Bas s2ROO taemsocalacet 
7 yd hives of cenit sewol going a ts S10 38 stedtors 
sedto ted? wort yud oedt bivoo ef Ilew ,olsselodw 
eit at benoqged eed gains to fata tact tose 
aghelvoo! fasd-textt on ovad I 1B9ded2 bettay 

S2usoad barat) atedacw of haneggad can SL dads 
i seolty etevee yrov yus sghelwomi wee ton et erent 
| -ebeae) qxetee¥ at antéduvo 

add yd ofee 9 2 ea dau : HAMALAHS GHT 

8 ,soldialteb moy OF gaihicoos amv ‘seLtesen eno 
yud biuod eigoog sedto edd mada \tebeal egol entunes 
7" ereddot, 8s EN RS 





—po Tom 


or manufacturers, as the case may be? 

MR KA «Theat As*risht., 

THE CHAIRMAN: They would tend to do it? 

MR, KRAFT: Yes, and it has happened, 

MR. MACAULAY: I mentioned this morning 
that a competitor put ads in the paper--"We will pay 
you so much for all these goods which are advertised"-- 
which would be something in excess of the amount at 
which they were advertised. What we mean by that is 
that they go to the other store and buy those goods, 
and take them over to the competitor's store and 
sell them, and then buy the rest of their groceries 
while they are in that store, 

That is what we mean by that last para- 
graph, That happens every day in California, and it 
is something that happens very frequently--perhaps 
not every day, but it does happen very frequently 
in many parts of the United States. That is the way 
they kill loss leadering down there. 

THE CHAIRMAN: I would think they would 
kill it very effectively. 

MR, MACAULAY: They do, 

THE CHAIRMAN: That is, that kind of loss 
leadering anyway, on that scale, 

MR. GERIN-LAJOIE; This leads us to con- 
sider the proposal which was put forward by the 
Saskatchewan Retail Merchants Association, I 
suppose, Mr. MacAulay, that you and your colleague 
have seen this brief of the Saskatchewan Retail 


Merchants Association? 
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MR. MACAULAY: Mr, McGavin has seen it, 
and he told me about it. I have not read it from 
beginning to end, I know what the proposal was, 
however, because I heard some references to it 
yesterday. 

MR. GERIN-LAJOIE;: I wonder if one of you 
would say what you think of such @ proposal, 

MR, MACAULAY: Perhaps Mr. Kraft would do 
that, first, and then I will make any comments I 
wish to make afterwards. 

MR. KRAFT: Well, I have not read the 
brief. I have heard some references made to the 
proposal, It does not seem to me to be a practical 
suggestion, If I understand correctly, it was sug- 
gested that if and where a retailer reduces a price 
below cost, then he should be prepared and willing 
and would be obligated to sell to a competitor 
$300 worth of that merchandise at the price, less 
"x" figure to cover his cost of handling and doing 
business, 

Well, it does not look sensible or prac- 
tical to me, as a retail operator. And even if such 
a regulation were introduced, would that be made to 
apply to a retailer who sells a quarter of a million 
dollars worth of business a week, and also to a 
retailer whose sales total only $500 a week? Would 
the $300 figure apply to both of them? 

It would seem to me to be a very impractical 
suggestion, one which would be almost impossible--if 


not impossible--to administer. 
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MR. GERIN-LAJOIE: Just to have your full 
opinion on the subject, I would like to reply to you 
in this way, that so far as I know the $300 figure 
would apply to anyone. And the answer to the problem 
you raise might be this, that if a retailer sells at 
a proper price, with the proper markup, and follow- 
ing the general prevailing business practice, the 
small retailer as well as the large retailer would 
be able to get another supply of his goods, as much 
as he wanted to get. And he would be able to supply 
up to that amount without any difficulty. And if he 
was really loss leadering--well, that would be a 
penalty, of course. 

MR. KRAFT; And what is your question, 
again? 

MR. GERIN-LAJOIE: What is your opinion, 
generally, on that? If you say it is impractical, 
how and why is it impractical? 

MR KRART: 2 do not think 1t is practical , 
and I do not think it is enforceable. I do not know 
how it could be administered in fairness to all, At 
what point would the item be considered a loss 
leader--if that is what we are thinking of? 

MR. GERIN~LAJOIE: Of course there would 
be no point to be considered. The advantage of the 
formula, as explained and put forward by the 
Saskatchewan Retail Merchants Association, was that 
a retailer would have to supply any goods or any 
article asked for by his competitor, because he is 


able to get it anyway, if he sells it at the proper 
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price, with a proper profit, according to his way of 
doing business, So there would be no penalty for 
that retaller, if he was already selling it at a 
proper price, with a proper profit, a reasonable 
profit, in his way of doing business. 

MR, KRAFT; Well, there might be a penalty. 
The retailer, 1 think, would like to serve his own 
regular customers, I know that is our desire and our 
preference. For instance, we do not like to have 
restaurants come into our stores and buy meats and 
pick out the most desirable cuts, perhaps. And that 
has sometimes happened. 

We try to discourage that practice as much 
as possible, if and when it happens, because we 
prefer to sell those meats to our regular customers, 
We prefer to spread those more desirable ee ound 
to many customers, rather than have one account--an 
institutional account or a restaurant--come in and 
buy perhaps all of it, or almost all of that particu- 
lar cut. And then it would run us short for our 
regular customers. 

MR, GERIN-LAJOIE: Would that apply only 
to, let us say, meats, where you have only a certain 
quantity of one cut, as compared with other commodi- 
ties, or would it apply also to canned goods, of 
which you have an unlimited amount, 

MR. KRAFT: We would not have on hand an 
unlimited amount, It would apply more particularly, 
perhaps, to meats and, possibly, to fruits and 


vegetables--because those items are delivered to our 
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stores more often, and usually on a daily basis, 

The more hardy items, such as canned goods--it would 
not be quite as difficult there. But if a competitor. 
came in and brought $300 worth of any one kind of 
canned goods, then perhaps we would not have enough 
of that particular item on hand to service our 
regular customers. And we would not want to sub- 
scribe to that kind of plan at all. 

THE CHAIRMAN: Just to have that point 
clear, I think the proposal did not necessarily 
involve a& procedure exactly along that line. I 
think what was proposed was that a retailer who 
was required by another retailer to deliver up to 
$300 worth of any one commodity, or $300 worth 
of each of a number of commodities, would not be 
required to denude his own stock, but he could 
merely give the merchant requiring him to supply 
it an ordér oni his wholesaler), sAnd¢thateis all 
he would have to do, And in that way the other 
man would get the goods at the price required by 
the proposed law. And if the man who had been 
required to sell the goods to the retailer, or to 
obtain them for him, had in fact been selling at 
less than five per cent or ten per cent above his 
cost, he would suffer a penalty by every order 
that he’ got) in; that, fashions: If: on the other hand 
he was selling at more than five per cent or ten 
per cent above cost, he would make a little profit 
on any of those deals, because he would have nothing 


to do but pass the order on to the wholesaler or to 
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the manufacturer. That is the way it was proposed to 
us, And that leads, of course, to some other kind of 
administrative difficulties. 

MR. KRAFT; May I ask, where did the $300 
figure come from? Why should it not be $3,000 or 
$300,000, or even $19 

THE CHATRMAN: I think, so far as the 
explanation went, as I recall it, it was that there 
had® tor be some’ reasonable’ limit. You could’ not leave 
the door wide open, or people might require so much 
that the goods could hardly be obtained at all, and 
it might lead to bankruptcy. On the other hand, it 
had to be sufficient to be of some importance. And 
I think our $300 is a somewhat arbitrary figure 
arrived at. Is that not as you recall it, Mr. Gerin- 
La joie? 

MR. GERIN-LAJOIE: Yes, 

MR, KRAFT: Well, with all due respect to 
the proposers of the suggestion, I cannot see that 
it is practical, and I think the $300 figure might be 
unreasonably large for very small merchants and would 
be much too small for the very large merchants. 

THE CHAIRMAN: You think that if it were 
made to operate it might impose far too severe a 
penalty on the small dealer and not be a very serious 
handicap to the really big operator? 

MR. KRAFT: That is right. 

THE CHAIRMAN: Unless all the independent 
merchants in the area ganged up on the big fellow. 


MR. KRAFT: Yes, 
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MR. GERIN-LAJOIE: That would be only in the 
case of loss leadering, of course, Because if there 
is no loss incurred by the so-called loss leadering 
retailer he would still make a profit, and he would 
be obliged to supply goods until he is able to get 
it. The order may be given direct to the wholesaler, 
or to the retailer, it does not matter. There is a 
clause regarding short supply items; and in any case 
the retailer would have time to get the full $300 
order, GOorsupply,1t.to the, competitor. $0, from 
that point of view, do you still see any objection? 

MR, KRAFT: I have no further opinion in 
the matter. I still feel strongly that it is imprac- 
tical and unworkable. 

MR. GERIN-LAJOIE: Well, I would not like 
to go further. It is not quite fair to you when you 
have not had a chance to look into it in detail. I 
just wanted to have your first impression. 

THE CHAIRMAN: If you do examine it in 
detail, we would be glad to have your views on some 
of the administrative difficulties which you have 
referredsto. 

MR, MACAULAY: Would you like us to include 
that in our supplementary documents? 

THE CHAIRMAN; We think there would be some 
administrative difficulties. But experienced and 
practical men in the actual field might be able to 
describe those difficulties and tell us how it would 
work out, much better than we can tell. 


MR, MACAULAY: Itsays: 
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Any retail unit upon request shall sell to any 
retail unit in the food field any item commonly 
sold in food stores at the lowest net price 
such retail unit had it available to the con- 
suming public on the immediately preceding 
business day--. 
And then there is a reference to the discount, and 
so on, And then it says: 
--Except as otherwise provided the maximum 
quantity that the selling retail unit shall 
be obliged to sell to any one purchasing 
retail unit shall be to the value of $300. 

THE CHAIRMAN: On any one item, 

MR. MACAULAY: Yes, on any one item, 

Now, if ite Boat serious loss leadering, so that it 
makes it attractive to the other merchants, and 

17 competitors descend upon this independent grocer 
at one time--there is $5,100 worth of stuff he has 
to deliver. The likelihood is that he has no 
arrangement with his manufacturer to get more goods. 
He may get just so much, 

MR. FAVREAU: It would apply not only in 
the case of loss leadering; it applies in any case 
whatsoever. 

THE CHAIRMAN: It would be only in the case 
where the price was sufficiently low to be attractive 
to the other dealer. 

MR, MACAULAY: Yes, sufficiently attractive. 
I do not know what the inventory of a store like that 


would be, of a comparatively small store. 


“wie of [fee [fade t2euper aogu ‘tims Later yA ‘i 
viniommdo"mest yne Brett boot end nt $tow ‘ftsteor | 
solng dén Jeewol edt $8 nexote boot BE blow: 
~fo9 eft of ofdsiteve #2 bad ftaw Ttatoe deus fi 
gatbeveny viedenbomit edt ae<orided ‘Hitsibe 
se yab"etentend 
Arts .duvoselb edt of sotexetos 8 vt eredd medd Bad 
| reyse $i geld HHA ino be 
muntxen edd bebtvert sefwredto es ide>xa-- 
(fare gine ILeted antiloeodd said yd tdaeyp 
gotéedotq eno phe of lee of paghtas ed 
,00¢4 45 eutev emt of od fiste Stow taser 
* mest ame "As 0 :HAMATAHD SHAT 
eth eno ye oo .e0Y + YATUADAM AM 
+i tants of ,anbtebeel asol evolter yatebived Ti .woll 
bee ,ednedotem tedto alt ot evidosdtts tPF eevan 
qes0%y dnehrejebat elt3 soqu breoseh exot tteqmoo FI 
ead‘ en tute to disow OOL. 24 BF evedd-semte eao ta 
‘om Bat ef dat et boodtfesti eff .tevileb o¢ 
.eboog sxom gop of terutostiinam ‘etd ati toemesasrrs 
.Houm oe teut tex yada oH 
at yino gon yleqe bilnow FI :UASAVAY . aM 


eeso Yas at selfqgs Jt :ynkvebasl esol to sesso edt 


__, eveoetadw 
eeso oft at ylao ed blvow dt “yMAMATAMO MT - 
ovis saniie” ad oF wot visnetott we sew potsaq eft oredtw. 
a .Tslseb — ed. of 
. Svisoatits vltnetottive welt TYAIUADAM AM 
tadt extf cred a 30 yiotaowat ett dai wom ton ob 1 
.ba0d2 — ‘ebenis ad te ,ed Bluow 


cies 





~23901= 


THE CHAIRMAN: The proposal really involves 
giving him time to get it from a supply dealer, and 
he only has to do it when the requiring dealer pays 
him cash on the nail with the order; so that there 
is no question of credit involved. 

MR, MACAULAY: All right, I think there 
are many difficulties, but we will certainly deal 
with it in our supplementary submission. 

MR. FAVREAU: It might be of interest to 
look into the application of the formula to meat 
bought in carcasses, for instance. 

THE CHATRMAN: That was one place where 
we saw some difficulty--applying the five per cent 
or ten per cent markup on meats bought by the carcass, 
when some of it is retailed at a lower price than 
the per-pound cost of the carcass, 

MR. MACAULAY: Who will sell the cheap cuts? 

MR, GERIN-LAJOIE: I have a question to 
ask about your private brands and nationally known 
brands. I am looking at page 41 of your brief. It 
mentions there that in a typical Safeway grocery 
store 50 to 65 per cent of all items sold are branded. 
Do you mean brands apart from your private brands? 

MR. KRAFT: That is all brands--both what 
we call outside brands and our sponsored brands, 
combined. 

MR. GERIN-LAJOIE: Could you give us some 
information, a rough idea, of the percentage of your 
outside brands, as you call them, in your store? 


MR. KRAFT: As compared with what? 
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MR. GERIN-LAJOIE: As compared with your 
complete stock, unbranded as well as your own branded 
articles? 

MR. KRAFT: Well, it would just be a guess 
at this stage. I do not believe we have ever taken 
off that figure. But I do not think our sponsored 
brands would total more than 10 per cent of all the 
items we handle. Does that answer your question? 

MR, GERIN-LAJOIE: Would that mean that 
from 40 to 55 per cent of all items sold would be 
outside brands? 

MR. KRAFT; I would say at least that, yes, 
on all the branded lines, plus many items that are 
not branded. 

MR, GERIN-LAJOIE; Now, could you tell us 
if before the present legislation, that is, before 
December, 1951--there was resale price maintenance 
regarding quite a number of outside brands or branded 
articles? 

MR KRAPT: No: Towould say not,.in so far 
as food items are concerned, There was considerable 
control over non-food items. 

MR. GERIN-LAJOIE: Which you carry? 

MR. KRAFT: We carried them to some extent. 
We carry them in a limited number. We term them bath- 
room supplies and, principally, that is what they are. 

MR. GERIN-LAJOIE: Soaps? 

MR. KRAFT: Toothpaste and soaps and so on; 
we have always handled soaps. It would also include 


some patent medicines--Listerine, and a few things 
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like that. The total number of those items handled 
in our stores is not very large. I believe most of 
those items were formerly price controlled. There 

were not many food items that were price controlled. 

THE CHAIRMAN: Do you say that soaps were 
price controlled? 

MR, KRAFT; Not soaps, no--but bath-room 
supply items other than soaps. 

THE CHAIRMAN: Other than soaps? 

MR. KRAFT: Yes--patent medicines, such as 
Listerine, toothpaste, vaseline, deodorants, floor 
wax, hand lotions, and so on, 

MR. GERIN-LAJOIE: So may I take from what 
you say that resale price maintenance, if it were to 
come back, would not be expected to interfere with 
free competition in the food business, absolutely 
free competition as we understand it now, without 
resale price maintenance? 

MR. KRAFT: It would interfere, we think-- 
but, to what extent is anybody's guess. I do not 
believe I can answer that. 

MR. GERIN-LAJOIE: And as regards the past, 
your opinion is that it did not interfere in the food 
articles? 

MR, KRAFT: It did, in a limited way, but 
not very extensively. 

MR, GERIN-LAJOIE: You mean on a limited 
number of articles? 

MR, KRAFT: Yes, on food items. 

THE CHAIRMAN: Some of these were nationally 
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branded articles? 

MR. KRAFT: Yes, some of them were, 

THE CHAIRMAN: Some of them were price 
controlled? 

MR. KRAFT: Yes, but not to a very great 
extent, For instance, I believe canned soup was an 
item--at least, if it was not rigidly controlled we 
were given to understand--that is Campbell's canned 
soup--we were given a suggested selling price. 
Perhaps Mr. Crawford could confirm that, or our price 
maker, Either one of those gentlemen might answer 
it more intelligently than I can. There was a very 
limited amount of control over food items. 

THE CHAIRMAN; What we are trying to do, 
what we are trying to get at is to what extent there 
was any actual control by your suppliers of the prices 
of food products. The mere suggestion in itself does 
not mean that there is any great degree of control. 
But was there any indication to you in these cases 
that there might be some consequence of not following 
the suggestion? 

MR. KRAFT: On food items, strictly speak- 
ing, I do not know of any, offhand. 

MR. CRAWFORD: May I suggest a couple? 

MR. KRAFT: Yes. 

MR, CRAWFORD: We were told on two frozen 
food lines--Minute Maid and Bird's Eye--that they 
wanted the price maintained, and that we would have 
to maintain it. That is going back before price 


maintenance, 
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THE CHAIRMAN; That is not since? 

MR, CRAWFORD: No, that is before. 

MR. WHITELEY: And baby foods? 

MR. CRAWFORD: No, we did not pay any atten- 
tion to a maintained price on baby foods, 

MR. WHITELEY: Previously? 

MR. CRAWFORD: No. 

MR. KRAFT: They may have given a suggested 
price, but'’they-did not controhity They did-not 
indicate that if we did not maintain the price they 
would refuse to supply us. 

THE CHAIRMAN: It was mostly a hope on 
their part. 

MR SORE A De Lesh, 

MR. GERIN-LAJOIE: I wonder, if we were to 
have resale prices--- 

MR. KRAFT: Oh, I beg your pardon, I now 
do think of one item that might be considered a food 
item. It was chewing gum. Maybe it would be an 
amusement item, rather than a food item. 

THE CHATRMAN: Some people have a different 
term for it. 

MR. KRAFT: It was price controlled to such 
an extent that on one occasion the manufacturer 
requested that we hold a minimum price that we con- 
sidered has an excessive margin, more than we 
required, and the result was that we discontinued 
handling chewing gum, 

THE CHAIRMAN: A lot of people must have 


suffered, 
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MR, CRAWFORD: Another one that occurs to 
me was Cream of Wheat. For many years that has had 
a controlled price, 

MR. KRAFT: Yes. We were threatened that 
the supply would be cut off if we did not hold the 
price on Cream of Wheat. But there were very few 
items that were rigidly controlled, food items. 

MR. GERIN-LAJOIE: I would like to know if 
you believe that resale price maintenance would give 
you an advantage over the independent retailer in 
view of the fact that you might put forward your own 
branded articles while the independent retailer would 
have to rely upon national brands. 

MRie KRART:s. Lodo -noL. think iso. 

MR. GERIN-LAJOIE: Let us consider bread, 
for instance--having your own branded bread, You 
could sell it possibly at a price you wanted to sell 
it at, and the independent retailer would have to 
rely on bread supplied by the commercial bakeries, 
the large bakeries, which might impose their resale 
Brice, 

MR. KRAFT: Oh, it is conceivable--it is 
conceivable. But I do not know that that would be 
the case--and I do not think so, 

MR, MACAULAY: We indicate in here our 
attitude toward resale price maintenance, and we would 
naturally have in mind our own brands when we were 
indicating that attitude, So we would think that-- 
well, we do not go for resale price maintenance, as 


you might have gathered, even though, as you suggest, 
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there might be advantages to us on our own sponsored 
brands, 

MR, GERIN-LAJOIE: I am wondering if you 
feel that there might be some advantages to you, or 
not. 

MR. KRAFT; I would say no, 

THE CHAIRMAN: The guestion seems to involve 
whether, if nationally advertised brands or products 
Similar to those which are sponsored by you have a 
maintained price which is somewhat higher than you 
would be willing to sell at--whether that would tend 
to increase the sale of your sponsored brands. 

MR. KRAFT: It possibly would, yes. I 
would think it possibly would. If a consumer can buy 
"B" brand which is of equal quality to "A" brand at 
&@ lower price, then it is reasonable that some--perhaps 
many customers will gradually buy the "B" brand, as 
they become aware of its quality. If they can save 
money, they will do so--the majority of them, 

THE CHAIRMAN: Would you say that the atti- 
tude of your company is that you do not care whether 
you sell other people's brands or your own, so long 
as they can be sold profitably as merchandise? 

MR. KRAFT: I would hardly go that far. We 
would prefer to sell our own sponsored brands. We 
feel that they are real consumer value at the prices 
at which we sell them; and usually our sponsored brands 
are sold at prices slightly lower than competitive 
national brands, And the principal reason for that is 


that we have complete control of those items, in our 
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subsidiary companies--in packing those items. We 
try to be efficient, Our supplier companies, our 
subsidiaries, do not have the same amount of expense, 
selling expense and other advertising expense, as 
some of the national firms have, that have salesmen 
out and that do a lot of heavy advertising on a 
national basis. So we believe we can sell sponsored 
brands, and we prefer to sell sponsored brands, 
because they offer real consumer value at prices 
which usually are a little lower. 

THE CHAIRMAN: And returning to you as 
good a profit as the others? 

MR. KRAFT: And returning to us a profit 
at least equal, usually, to the outside brands so- 
called, 

MR. MACAULAY: After weighing all the 
possible advantages, we still are against resale 
price maintenance, 

THE CHAIRMAN; I think you have said 
that pretty definitely. 

MR. GERIN-LAJOIE; That is all I have to 
ask now, Mr. Chairman. 

MR. WHITELEY: Has Safeway any defined 
policy with respect to the use of so-called premiums? 

MR. KRAFT: We oppose, in principle--we 
are opposed to premiums, and coupons, of all kinds. 

MR. WHITELEY: That is, offers initiated 
by someone outside Safeway? 

MR. KRAFT: Yes. And within the company 


we do not have many premium deals or offers. We 
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dislike them, They disrupt business, They take 
extra time, and they are hard to handle. They are 
costly, and in the end they do not result in the 
consumer saving anything, for the biggest part. 

MR. WHITELEY: Do you engage in any policies 
of attempting to give special inducements to bring 
traffic into your stores on the slack days? 

MR. KRAFT: Do you mean by way of premiums 
and coupons? 

MR. WHITELEY: Yes. 

MR. KRAFT: We rarely do. On occasions we 
may have & coupon good for 10 or 15 or 25 cents, for 
example, against the purchase price of a tin of 
coffee or a bag of flour, But that is the exception, 
not the rule. Usually we feature only price ads. 

MR, WHITELEY: What about the other type, 
where they encourage large orders; do you have any 
of that? 

MR. KRAFT: No. Our prices are the same 
to the large and the small buyer. The margin is so 
thin that we could not cut it further and give the 
larger purchasers a further reduced price, The small 
purchaser and the big purchaser all get the same 
price. Sometimes the would-be large purchaser would 
expect perhaps some added service, and we do not 
subscribe to that. Customers mailing in C,0.D. 
orders with money enclosed are not accepted. The 
orders are not accepted. We return the orders 
with the money orders, and express our regrets. 


Because, to handle that kind of business takes 
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extra labour. We just do not have the time in our 
type of business to accept those orders--to select 
the merchandise, to pack.it in cases, to bind it 

and to express or ship it out. If we were to 
subscribe to that kind of service it would result in 
increased operating costs, and either lower the 
margins or mean higher prices to the consumer. So 
we do not accept C.0.D,. orders at all, 

MR. WHITELEY: I was thinking more of the 
type in which an offer is made whereby if your order 
is given on Monday, Tuesday or Wednesday, a certain 
inducement is offered. 

MR, KRAFT: No, we have never subscribed 
to that. 

THE CHAIRMAN: You did at one time have a 
delivery service, did you not, if purchases were 
over a certain amount? Did not that obtain in some 
localities? 

MR. KRAFT: We did, years ago--at least 
15 years ago--when we subscribed to a delivery 
service, of a kind, Customers were then able to pay 
10 cents and have their orders delivered, But we 
found that procedure very disrupting and very costly. 
Delivery service itself costs more than 10 cents. 

THE CHAIRMAN: Because I seem to recall at 
one time that for an order of $3 it was free delivery. 

MR. KRAFT: It may have been, in some areas. 
I do not think it was, uniformly--that it was the 
same throughout WesternCanada. But I believe I was 


then in Southern Alberta and we at that time charged 
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10 cents to have delivery made. 

THE CHAIRMAN: You have no delivery service 
at all now? 

MR. KRAFT: No. 

MR. MACAULAY: And we have not had, for 
years. 

MR, KRAFT: No; we have no credit, and no 
delivery service, and we accept no C.0,.D, orders. 
People are required to come in and to make their own 
selections and to pay cash, and to take the merchandise 
away with them. 

MR. FAVREAU: On page 43 of the brief there 
is an attempt at forecasting what would happen if 
there was a return to resale price maintenance in 
the food business. Could you tell us whether this 
is what you believe will happen, or if it is based 
on some experience incurred during the time when 
resale price maintenance was not banned? I am not 
saying that the forecast is not proper or appropriate, 
or that. it 1s not logical. J am just, asking if you 
were referring to some past experience, 

MR. MACAULAY: Not personal experience here; 
we were just forecasting on the basis of experience 
elsewhere, 

THE CHAIRMAN: That is, you thought what 
happened elsewhere could happen here? 

MR. MACAULAY: Yes, it could happen here. 

THE CHAIRMAN: It might happen here, 
although it did not happen before the abolition 


of resale price maintenance, 
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MR, MACAULAY: That is right. 

THE CHATRMAN; And it might indicate that 
perhaps you fear that resale price maintenance 
would lead to stricter application of price main- 
tenance than you had formerly? 

MR, MACAULAY: That is right. 

PEE CHAIRMAN: Is that your belief? 

MR, MACAULAY: It might be worse the 
second time than it was the first time. 

MR. KRAFT: It could happen that if 
price maintenance were carried far enough, there 
would not be a place in the retail food business 
for us, 

THE CHATRMAN: Oh, well, now--- 

MR. KRAFT: If it were made to apply to 
hundreds of items and affected most of the items 
that we sell, We do know that in the limited way 
Where there woo price fixie perore, 16 resulved 
in lower sales of some items in our stores than 
we realize, when we are able to reflect advantages 
to consumers, made possible by our plan of doing 
business in the form of lower prices, 

THE CHAIRMAN: I was going to say that the 
theory you advance as to what might happen would 
seem to depend upon some fear on your part that 
resale price maintenance, if restored, would be 
applied much more rigidly than it was formerly; 
because, if it was not, it would not have these 
effects. 


MR, MACAULAY: Here is the situation, as 
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I see it: You had an experience with making resale 
price maintenance illegal. And then, after having 
that legislation in effect for a period, that is 
abandoned and that legislation is repealed. And the 
people who favoured resale price maintenance would 
be strengthened in their view that it was here to 
stay. And we would be resale price maintenanced 
every time we turned around. It would be worse, 
going back, than it would have been if it had 
remained when it was here in the first instance, 

THE CHAIRMAN: That is what we wanted to 
get at. 

MR. MACAULEY: That is the way we feel 
about it. 

MR. FAVREAU: At page 36 there is reference 
to the fact that only 29 alleged resale items were 
referred toltintthe sum totaly ofado0 ,QoO0lor’ more 
separate grocery items on the Canadian market, with 
the consequent view that this would apparently be of 
so little importance as to make loss leadering no 
great danger to the Canadian economy. My view would 
be--and I just wish to have your reaction to this-~-- 
that the relation of the number of articles loss 
leadered to the over-all number of articles in the 
trade, if you wish to put it that way, would not be a 
final or very decisive test. Would it not rather be-- 
would not the test be the number of articles dealt 
in by the particular retailer who used one loss 
leader? And, if I may give an example, you told us 


quite definitely that your company is not loss leadering. 
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So let us just use a theoretical example with your 
own company. 

In your units, where you deal with 2,800 
separate items, for instance, my idea would be that 
if in these units you used only two loss leaders to 
draw people to your stores, you would hurt the trade 
much more than would the smaller operator dealing 
in a lesser number of units and using a greater 
number of loss leaders. So that what is important 
is the number of articles dealt in by a particular 
retailer using a loss leader. With some people in 
a store where you deal generally with a great number 
of lines, I suppose you will draw people to buy more 
articles and you will hurt trade more than another 
retailer drawing people to his own store where he 
deals in a smaller number of items. 

MR. KRAFT: I think that would follow, if 
we employed the use of loss leaders, 

MR, FAVREAU: I am not saying that you 
are doing 1t; I am speaking theoretically. 

MR. KRAFT: We do not have loss leaders, 

THE CHAIRMAN: The more effective a loss 
leader is in leading people to and buying other things, 
the more damage it does to other traders, I suppose? 

MR, MACAULAY: But you say if we used two 
commodities permanently as loss leaders--but that 
is not really what they do with loss leaders. 

MR, FAVREAU: They try switching from one 
to the other, 


MR. MACAULAY: Yes, to fool the people. 
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And if they have them sticking out like a sore thumb 
all the time, just two of them, they would go after 
them under these minimum markup laws. 

MR, FAVREAU: And, because the switch is 
necessary to be efficient, in your view the small 
number of 29 loss leaders is absolutely unimportant? 

MR, MACAULAY: Yes, that is what we think. 

THE CHAIRMAN: I have one or two questions-- 
and they are not very serious ones because the ques- 
tions which have been asked up to now have pretty 
well cleared up matters that were in my mind. Mr. 
MacAulay and Mr, Kraft have said that they do not 
frequently lead to higher prices, but that on occa- 
Sions they have done so. I would judge that the 
basis upon which Safeway was organized was that they 
could lead downwards frequently. I was looking at 
page 16 of the brief, about which we had some comment 
earlier, and noticing the two traditionally large 
markup items for which no one of the reasons for 
large markups given previously seems to give any 
explanation, On the basis of the reasons for the 
large or small markups which you have given previously, 
I would have thought that on a thing like toothpaste, 
which has perhaps about the same bulk as a package 
of cigarettes, or perhaps a little more, and which 
is easily handled, and for which there is a pretty 
steady demand--perhaps not as rapid or as frequent 
as for cigarettes, but still fairly steady--you might 
get along with arene less than 35 per cent markup. 


Is the explanation of that large markup merely that 
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you have not looked at it intensively yet, and that 
possibly if you did you might change your markup? 

Mane KRAPT =) eal neale Shy yoo, Lado not 
believe that we would require a markup as large as 
35 per cent on toothpaste. We probably will reduce 
that. But toothpaste does not sell in the volume 
that cigarettes sell in, of course. 

THE CHAIRMAN: Oh, I understand that. But 
still there is a lot of difference between seven per 
cent and 35 per cent, 

MR, KRAFT: Yes. I think dn answer to your 
question that the price might be adjusted downward, 
and perhaps will be. 

THE CHAIRMAN: That is the explanation of 
it in your mind, that it has not perhaps been examined 
with care, with a view to seeing whether it is a 
higher markup than you need, end that you simply 
have followed the traditional markup to the present 
time? Because the other reasons you have given for 
high markups do not apply with regard to this item-- 
at least, I would judge that from your brief. 

MR, KRAFT: That is right. I think that 
the margin there might be reduced. I think it is an 
item which should be studied and reviewed, and we 
should consider reducing the margin there. 

MR. WHITELEY: Is the volume of that type 
of merchandise increasing, both in the turnover of the 
onés you previously handled and in the addition of 
somewhat similar lines? 

MR. KRAFT: I would say the volume of tooth- 


paste in food stores is increasing, yes, in our type 








Saenierae moe Spmtadto ‘taREA Loe ‘bts oy Se beliggen: 
tom oh I oy yee bhvow T :TRARE SAM | sa: 
a8 oytel es qoitan e exivpot biuow ow dads ovetiod 
oouber Iitw yidasowg sW .edesqdtoos mo tases req GE 
anufov edt of [ise fos esob etsaqdtoot tu@  tads 
.seauoo to .wi Ifee esttexragto gad? 
to ltadd beederobmsr I :nO ;WAMALAHO GHT | 
“eg mover Meswied sanetstitf to tof s et enedt Eftte 
| tags teq af bie dno 

Toy ot “sewers ot asotdt IT .es¥ =: THAR 5AM 
. btswaweb si oat ed dvatw estaq ent dads sotdderp 
.ed Lihw eqedceq fas 

Yo coktemetaxs odd et Fat? -mAMEDAKO pu 
beritaxs sacred svattes ton ead tt dads _ Bekins wor mt tt 
® af tL cartenw chose og woly s dtiw .steo Adiw 
clone Hoy tadd Bes ,been voy cadt ommiered sodntd 
toeeone ont of gintran Ianottipacd eft hewoLLo? ‘evar 
fot tevig eva voy soosset todte sdt senessh Ports 
--meth elit of braned détw tiggs totr ob easrinaen digit 
stetid tuoy mext tarit egtwh Sfsow I ,deasr se 

fhett aatit LT vdrigie of tad? !THARY oa 
me et dE unkdd I .be0c¢ber of tdaim ersild atacand ond 
ow brie (beweltvet bra bettute ed stvode Hold wsdl 
exddt ntgréa std geborrbor tobharos bLuode 
seat Pade te eabiey sf et :vainertie ae. Peet st 
ont ‘to “S¥ORNES did mi dtod jgrtessront setbaadoter! to 
$0 aétdtepe edt Gk Bis delbads yLenotvary soy esdo’ 
; Te 1) 4 oan teents£ callete tarhvesioa 


cin sila si aioe eDAARA AM Wi 
ae ae. (80% .gatessroat ut eetote boot at eteaq 


stadt bas’ sey Yloviensddt ° t tide $2 wéxde idof dod ovad 50% 








=3005— 


of food store. 

MR, WHITELEY; What about the addition of 
related lines? Is that going up? 

MR. KRAFT: Yes, I would say that there is 
some gradual increase in related items. But sales, 
on the whole, of what we term bathroom supply items 
are not large. 

THE CHAIRMAN: With regard to cigarettes, 
there is just one little point, and I think the 
answer is pretty clear, I think you gave us your 
purchase price, at some point in the hearing. 

MR. KRAFT: $2.69 a carton, 

THE CHAIRMAN; $2.69 a carton, From the 
information which we have that indicates that you 
are on the jobbers' list. 

MR (RRA T Wes. 

THE CHAIRMAN: You get jobbers! prices? 

MR. KRAFT: Yes. 

THE CHAIRMAN: Mr. MacAulay has suggested 
that independents who could be as efficient would be 
able to compete, Now, if the independent is unable 
to get a jobbers! price, his efficiency would have 
to be pretty sharply increased in order to compete 
with you on cigarettes, is that not so? It would 
take a remarkable increase in the efficiency of an 
independent to enable that independent, who pays 
$2.91 for a carton, for which you pay $2.69, to 
compete with you in the sale of cigarettes? 

MR. KRAFT: Yes, I would say that on $2.91-- 


if that is what the independent is paying. 
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THE CHAIRMAN; That is what they tell us. 

MR. KRAFT: I would think that he would have 
to be pretty.efkfictent>s I.do noteknow' what the inde- 
pendent pays here, but in Victoria--this brief is 
filed in Vancouver, and refers particularly to the 
situation in Vancouver--but in Victoria, where we 
operate a wholesale warehouse, and where we sell to 
independent retailers, as well as supplying our own 
stores, the independent retailer there pays $2.80 
for cigarettes--a carton of cigarettes. 

THE CHAIRMAN; All of them? 

MR. KRAFT; On the "B" list--that is, the 
larger accounts, the larger purchasers. 

THE CHAIRMAN: Are those ones who are on 
the direct purchasing list? 

MR, MACAULAY: No, they buy from 
MacDonald's Consolidated, 

MR. KRAFT: From MacDonald's Consolidated 
Limited. 

THE CHAIRMAN: There are apparently two or 
three *kinds*of lists. 

MR. KRAFT: We have two in Victoria, 

THE CHAIRMAN: There is the jobbers! list 
and the direct list, and even some independent 
retailers are on the direct list, And there is the 
price which the retailer has to pay, who buys in the 
ordinary way through a jobber. Some get a direct’ 
price list which is somewhat between the jobbers! 
list and the retail purchase, But, according to the 


information which the Director obtained last year, and 
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that we have obtained since, the independent retailer 
purchasing through a jobber pays $2.91. 

MR. KRAFT: Well, I do not think that is a 
fixed price, It may be different in different areas, 
I know that the independent retailer who buys from 
MacDonald's Consolidated in Victoria, and who buys 
on MacDonald's Consolidated Limited "B" list, buys 
cigarettes for $2.80 a carton. 

MR. WHITELEY: Why is it called a "B" list? 

MR, KRAFT; The "B" list applies to the 
larger accounts, Then, there is the "A" list. I 
am not sure offhand what the price of cigarettes is 
on the "A" list. It may also be $2.80, but I know 
16 te4$2.00 on the, (BU List, 

THE CHAIRMAN; MacDonald's Consolidated 
does that? 

MR. KRAFT: That is not the tobacco jobbers; 
that is MacDonald's Consolidated "B" list. It is to 
the independent retailers. 

MR. WHITELEY: Are they higher prices to 
smaller buyers? 

MR. KRAFT: The "A" list is a higher price 
to the smaller buyers, covering some items, but not 
necessarily so on cigarettes, I can get that informa- 
tion for you. But offhand I do not know if the "A" 
and "B" lists for cigarettes are the same in Victoria 
or not. I know the "B" list is $2.80, and many 
independent retailers there do buy cigarettes from 
MacDonald's Consolidated at $2.80 a carton, 


THE CHAIRMAN: Does that mean that MacDonald's 
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Consolidated are a jobber from the manufacturer and 
that they fix their own "B" list? 

MR. KRAFT: Yes. 

THE CHATRMAN: The price is determined by 
the jobber in that case? 

MA? REAPS Yes. 

THE CHAIRMAN: And he makes the distinction 
between one class of buyer and another? 

Mie’ KRAPEe yes that’ 1s. riene. 

MR. WHITELEY: Do MacDonald's Consolidated 
operations in Victoria come under your supervision? 

MR. KRAFT: Yes. 

MR, WHITELEY: Have you any information as 
to what the possibility would be of a cash-and-carry 
sale of cigarettes by the wholesaler? 

MR. KRAFT: Well, I would think that the 
wholesaler could operate on a lower margin if he had 
a cash-and-carry business, as many of the larger 
retailers have, But perhaps they could sell cigar- 
ettes for $2.75 or something less than $2.80, if the 
retailers came and got them at his dock. 

MR, WHITELEY: I was wondering whether you 
thought it would be at all feasible, having in mind 
the number of lines of cigarettes? 

MR, KRAFT: I believe it is the practice 
in some United States points for a wholesale grocery 
store to operate on that basis, that is on a cash- 
and-carry come-and-get-it plan, 

MR. WHITELEY: I have heard of that in 


the ordinary general line of groceries. 





p ; . 7 : hk of mre . 
; 1 { F j ied a , 
- vy! 
UF , 


bas rout oetinea! ond to% vlad incite | 


Rapes Co ee 











7 ni 
q 

| yaa! a 

. notdonttetb ead geoleit 6d bad +: WAMAT AO ae - 
caenitods Bie teyyd td Beets ead soovded 
ddgice at tend, cot Sai st 

: betabiiousios et SLasotoa om Soe gph ign ; 

; onofelveeaue moe vebau ewoo stdotof¥ St enotiareqo 





aa néttencotat yne poy avs :VaAINTiny At 
qetso-fisideso a to ed bivow qdbttdteadg ‘edd tary of 
| ¢déloesicdw end yd seddetagts to else 
: arid teadt sohatt bluow T  _itew <PAmt , AM 


toguel ais to qian ga ,eeedteud yruso-bre~faso s 





-asyto Ifee binoo yedd aqadreq sue ,svad exolister 





r add tt .08,S add seer yotdienbe'as aT.$} 40% eedto 
q soph aks ts medt soa bus etieo ereftates 

i voy “etdedw natvehaow say LC +¥SCRLAW . AM 
a htm ot yibved* efdieset [£8 ta 3d biiow ot defquods 
Seattoranto to oan > tedmon edt 

| sotdoung add et Gt” ovelied I” 2s Hi 

“etadots eiesotosiy 8 to? "etntey vedsde bed iAU emoe “mt 
” etal ae ae? ‘text cetbed thdd ‘so etfieqe oF sxote 
by rele saab Sane hh cnn 





a2 tt 20 one ov 


bad od “tt rkguen towol & fo otaneqe Sivoo telaselordw — 


_ 





“300 7= 


MR. KRAFT: Yes, and it would include 
cigarettes, because wholesale grocers generally, 
and perhaps without exception, handle all 
cigarettes. 

THE CHAIRMAN; You do not know whether 
other jobbers in Victoria--jobbers other than 
MacDonald's Consolidated, operate in the same way? 

MR. KRAFT; No, 

THE CHAIRMAN: You know about MacDonald's 
Consolidated? 

MR. KRAFT: Yes, 

THE CHAIRMAN: Because of your connection 
with them? 

MR. KRAFT; Yes, 

MR. MACAULAY: The MecDonald name has been 
confusing, because of the MacDonald Tobacco Company. 

THE CHAIRMAN: I thought you were referring 
to the MacDonald Tobacco Company? 

MR, KRAFT: Wo, 

MR. MACAULAY: It is only from the Victoria 
warehouse that we do business with the independents, 
and in Alberta and Saskatchewan; but not in Vancouver. 

THE CHAIRMAN: The information we had in 
some other places was that the manufacturers thought 
it was inadvisable to increase the number of jobbers, 
and that groups of retailers who formed organizations 
for the purpose of trying to buy at the wholesale 
level were unable to be put upon the jobbers! list. 
And that is one reason they felt they were seriously 


handicapped with regard to competition in cigarettes. 
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Efficiency would hardly overcome that. 

MR, MACAULAY: If some of the wholesalers 
in the east--and you say the independents pay $2.91? 

THE CHAIRMAN: That is our information. 

MR. MACAULAY: Well, if some cf the whole- 
salers in the east who get this $2.69 price were 
prepared to do business at four per cent with the 
independents, it would give them a price on their 
cigarettes of $2.80, the same as the independents 
get in dealing with the Victoria warehouse. 

THE CHAIRMAN: I am not suggesting what 
might be done. I am merely suggesting that, so far 
as the independent retailer is concerned, he has not 
been able to get a better price, and he has not been 
able to organize so that he could be put on the 
Jobbers' list. 

Then, there is one other question. I 
should like to have completely clear your views with 
regard to the establishment of minimum markups. We 
know that Mr. MacAulay's argument had to do, in the 
first instance, with the average markup, the required 
average markup, and then you criticized also the 
minimum markup. 

I was wondering if the minimum markup was 
made sufficiently low, let us say five per cent, which 
is below anything that your company normally contem- 
plates as being proper, would your objections be as 
strong as they were when they were addressed to the 
question in a general way? If the minimum markup is 


below the markup which you think is proper on any of 
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the articles which you sell, would that overcome 
your objection, or would your objection still remain? 

MR, KRAFT: We do not like minimum markups 
at all. We think it would be just as well or perhaps 
better if there were no minimum markup. 

THE CHAIRMAN; And your objections are 
strong, or are they of the same nature, if the mini- 
mum markup is a markup that is lower than you 
consider fair or reasonable for any article? 

MR, MACAULAY: We still do not like it, 
because we think that the legislation would be used 
to harass Safeway and other large chain stores, and 
would not be used against our competitors at all. 
That is the feeling we have. And, while we do not 
intend to sell at liess than five per cent above cost 
of replacement, we think that any legislation of 
that type--well, that is the effect of it. it is 
enforced against some and possibly not enforced 
against others. 

THE CHAIRMAN: You have been complying 
with the law in the provinces which have this five 
per cent provision? 

MR. MACAULAY: Yes. 

THE CHAIRMAN: Have you been harassed by 
that? 

MR. MACAULAY: No; but you pointed out that 
it had not any teeth in it. 

MR. FAVREAU: Perhaps there should be a 
proviso saying that such legislation is not to be 


used unduly to harass Safeway. 
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MR. MACAULAY: Perhaps so; that would be 
&@ good proviso. And we say also in our brief, that 
we are trying to get operating costs down, and our 
markups down to six to eight per cent. And so we 
think that any minimum, no matter what it is, is a 
retrograde step. 

THE CHAIRMAN: If a five per cent minimum 
were set, you would not get below that within two or 
three years? 

MR. MACAULAY: That is right, 

THE CHAIRMAN: And subsequently changes 
might be made to lower the level, if the normal costs 
of operation got down to the point where that seemed 
to be too high a minimum. However, your objection, 
fue ke to. 215 LO the principle ol) whe Laing | and 
having in mind your company, and the possible effects 
pone. 

MR. MACAULAY: I will give you an example 
from another field. We try to stay open one night a 
week, for the convenience of the public. In some 
jurisdictions they try to close us up on the one 
night a week. Competition will petition to close us 
and, if they succeed, they know that they can stay 
open, because they are scattered all around the place; 
whereas we are in a prominent location, and when we 
are open everybody knows it, And so all those types 
of restrictions work to our disadvantage. Because it 
is enforced against the larger operator, and there 
is a tendency not to enforce it against the smaller 


operator. 
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THE CHAIRMAN: Those are all the questions 
I have, 

MR. MACAULAY: And, once you get it, it is 
hard to change, 

THE CHATRMAN: I think that completes the 
questioning we have, gentlemen. If any of you 
wishes to add anything further, of course, you are 
now free to do so, This would be the proper time to 
speak. 

MR. MACAULAY: I have nothing to add at 
this time. I think my friend may wish to ask me to 
obtain some information for him, Any information he 
wishes me to obtain I will be only too happy to 
Obtain it. We intend to continue to follow the 
hearings; depending upon these developments, we may 
wish to make some supplementary submissions before 
the hearings close in Ottawa. We will be very glad 
to supply any supplementary information the Commission 
may wish to have at that time. We will be prepared 
to answer any questions my learned friend wishes to 
ask, and to obtain any information he may wish us 
to obtain, 

THE CHAIRMAN: It will be open to you, as 
it is to ail those who appear before us, to file 
supplementary briefs, or to make supplementary repre- 
sentations when we resume in Ottawa. 

I would like to say that we appreciate 
very much the very thorough brief which you have 
presented today. We have been greatly interested 


in hearing the very clear exposition you have given 
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of some of the methods of doing business in the retail 
grocery field, particularly the breakdown of the methods 
of markup, and the way in which meat is handled, as 
well as the explanation you have given as to the very 
wide variation in retail prices, particularly those 
of meat, I am sure that this material will be of 
benefit and use to the Commission in arriving at as 
complete an understanding as it is capable of doing 
with respect to the problems involved in the retail 
field, and in particular in connection with the use 
or abuse of loss leaders. 

That will complete the hearing, gentlemen, 
for today, and perhaps we will hear from you again 
in Ottawa, if you so desire, 

The hearing will resume tomorrow morning 


for further representations and other briefs. 


-~-Whereupon the hearing was adjourned on Tuesday, 


July 6, to be resumed Wednesday, July 7, at 10.00 a.m, 
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RESTRICTIVE TRADE PRACTICES COMMISSION 
IN THE MATTER OF 
An Inquiry 


Regarding Loss Leader Selling 
-—-OQm— 


Hearing held (in public) in room 414, The 


Court House, Vancouver, British Columbia, July 7, 1954 


SO 


PRESENT: 
Comrodes Smith, aG.Cagie. «LL.B. B.C .L.., 

Chairman 
Guy Pavreau, O.C 8 Av, ou... 

Member 
A. S. Whiteley, B.A., M.A., 

Member, 


Soe 


APPEARANCES: 
Mr, Paul Gerin-Lajoie, Counsel for the Commission 


line Rew wPieawidson:, Secretary to the Commission 
ay @ or) 


REPRESENTATIONS: 

The British Columbia Retail Hardware Association: 
Mr, John W. Stephens, 
My ood sd Ay Smith. 
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THE CHAIRMAN: I understand we are to have 
a brief presented by the British Columbia Retail 
Hardware Association, If they are ready, would they 
please come forward and use these chairs at the 
front. We had better begin by getting the names of 
those who are presenting the brief. 

MR, STEPHENS: I am John W. Stephens, 
chairman of the committee, 

THE CHAIRMAN: It is a committee, not an 
association? 

MR, STEPHENS: well, I am chairman of the 
committee of the association, 

THE CHAIRMAN; And the name of the committee 
is what? 

MR, SMITH: The unfair trade practices 
committee, 

MR | STEPHENS: “Thiseis Mrevo.. A. Smith, 
manager-secretary of the association, 

THE CHAIRMAN: In case neither of you has 
been present at previous proceedings, we have usually 
adopted the procedure of having whoever is in charge 
of the brief to read it, and make any comments he 
likes either during or after the reading; and then 
if any other member of the delegation wishes to add 
anything, that is done; and then the questions follow. 
Is that satisfactory to you? 

MR, STEPHENS: Yes, quite satisfactory. 

Mr. Chairman and gentlemen, this brief I am about to 
read has been prepared through our association from 


information gathered from the various hardware 
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merchants in the province of British Columbia. We 
have had no legal advice with respect to the brief, 
It has just been presented as the hardware merchants 
of British Columbia see it. I shall proceed to 
read the brief, which was prepared as a result of 
several meetings of the whole association, followed 
by consideration by the directors of the association, 
and finally by a committee which was set up. The 
briee 7s es follows: 

The British Columbia Retail Hardware Association 

representing 187 Associated Hardware Merchants 

in all sections of the Province of British 

Columbia respectfully submits the following for 

your attention in regard to loss leader 

selling, 4 practice which In*our opinion 

is not only detrimental to the consumer, but 

also to the retail hardware trade. 

ab The local hardware and appliance 

store renders many services to the community 

that cannot be furnished by larger stores 

in more congested city areas. Free advice 

in doing repair jobs; advice on decorating; 

how to clean out a plugged sink; how can I 

do so and so, These are a few of the 

services expected of the local hardware 

merchant. He is expected to support all 

the local community charities and other 

activities. He is required to keep 4 

good reputation. He must present his goods 

as they are with no substitutes or inferior 


quality. 
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2 As a result of price cutting or the 
use of loss leaders, many of these local 
merchants have discontinued carrying major 
and traffic appliances and many other 
staple lines, as they cannot afford to 
sell at a loss, or in some cases now carry 
an inferior product in order to meet the 
competition, As a result, the public are 
placed in a position, whereby, they 
receive an inferior product or are put 

to the inconvenience of going out of the 
neighborhood to obtain their requirements, 
5 The loss leader practice is causing 
financial difficulties with the neighbor- 
hood hardware merchant and will, if 
allowed to continue, put many of them out 
of business. Should enough of these 
merchants be placed in this position, it 
will do away with much competition. The 
firms now practising the loss leader way 
of doing business could find themselves in 
&@ position whereby they would have complete 
control of the retail price structure and 
raise prices to an extent whereby the 
public would lose far more than they gain 
through a period of price cutting. 

4 In order for the retailer to obtain 
goods at a price enabling him to continue 
the loss leader practice, much pressure 


is placed on the manufacturer and jobber 
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for goods on price rather than on quality. 
This must in time have an effect on the 
quality of the goods and wages paid, thus 
having an effect on the country's economy. 
5 Hach additional local hardware put 
out of business, will be one less outlet 
for the sale of goods, thereby giving the 
jobber less chance to sell his goods, 
causing further unemployment. 

6 While it is appreciated that special 
prices should be allowed and given to the 
public on periodic sales, the continuing 
use of staple items advertised at far 
below their market value cannot be good 
business, and the public must be paying 
for this practice either in inferior 
goods or through lack of service. 

fd For many years, there has been an 
agreed mark up on retail selling which 
has been considered fair and reasonable 
and the merchant using this mark up has 
not become wealthy, in fact, there have 
been many failures. It, therefore, must 
be assumed that to sell for less than the 
recognized mark up the difference between 
profit and loss must come from another 
source other than the loss leader. Could 
it be that through high pressure salesmen 
the public are being sold other merchan- 


dise on time, at high interest rates 
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which make up this difference? 

8 There is no doubt, that if only a 
few outlets use the loss leader to obtain 
business, they will take from all 
merchants a percentage of the trade, 
However, there is only a certain amount 
of business to be had, and if all use 

the loss leader method of merchandising - 
all will suffer financially in the long 
run, 

9 Unable to compete with quality 
merchandise at loss leader prices, the 
local merchant is turning to imported 
goods from countries with lower 

standards of living; this is particularly 
true in British Columbia, where ocean 
freight rates from overseas points are 

in many cases less than rail rates from 
Bastern Canada. There is no need to 
elaborate further as to how this can 
effect the average Canadian. 

10 In summary, this Association is of 
the opinion that a great deal of the loss 
leader practice now apparent results 

from recent legislation passed which 
prohibits the manufacturer from naming 

a retail price for his goods, particularly 
so when these goods are nationally adver- 
tised and enjoy a reputation of being 
quality goods as advertised over a period 


or years. 
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Then, further to this brief, the time was short when 
we knew we were going to put in a brief, and we did 
not have time to contact all outside points. As you 
know, they are quite remote, in British Columbia. 
So, prior to preparing this brief I sent out 

187 questionnaires to those outside points, I have 
here a copy of the questionnaire, which is as 
follows: 


"Due to LOSS LEADERS - in the PAST YEAR 


a 


What percentage or dollar volume?....... . Approximately. 
Have you lost business in Major Appliances?,.....Yes or No, 
What percentage or dollar volume?........ Approximately. 


Do you still stock Major Appliances,...Traffic Appliances.... 
Have you reduced your stock in Major Appliances........ 
Have you reduced your stock in Traffic Appliances ..... 

Has loss leadering forced you to discontinue Standard 

Brands and to substitute inferior products in order to 

meet this competition?.......Yes or No.” 

As a result of this questionnaire a total of 

62 replies were received, and if it is permissible, 
I would like to quote some of these replies. 

THE CHAIRMAN: Would you care to file some 
of that material? 

MR, STEPHENS: Yes, I shall do that. 

THE CHAIRMAN: You may read the replies, 
if you wish to do so. I was merely suggesting 
that after you have read them it might be of 
interest to us to have the actual statement. 


MR. STEPHENS: We have already handed 
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them to the secretary of the Commission, Taking 
the first question: Have you lost business in 
Traffic Appliances? 100 per cent answered yes. 
To the next question: Have you lost business in 
Major Appliances? we found that 97 per cent 
answered yes, And then: What percentage or 
dollar volume, approximately? The answer is 
97 per cent. 

THE CHAIRMAN: Do you mean 97 per cent--- 

MR. STEPHENS: No, I am sorry, I have made 
a mistake there, As you were. To the question; 
What percentage or dollar volume?--The answer was 
45 per cent. In connection with total Traffic 
Appliances, six companies averaged a loss of 
$2,080. That was the report from the six companies 
that replied, 

THE CHAIRMAN: The average loss for the 
year? 

MR. STEPHENS: Yes, for the year's operations. 

THE CHAIRMAN: Have you any idea what the 
percentage of that would be? 

MR. STEPHENS: Traffic Appliances, 35 
companies, an average of 45 per cent, 

THE CHAIRMAN: So that previous saies 
were somewhere in the neighbourhood of $5,000? 

MR. SMITH: This is traffic appliances, 
small appliances, 

THE CHAIRMAN: About $5,000? 

MR. STEPHENS: Yes. Then: Have you lost 


business in major appliances? That was the next 
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question, 54 per cent said yes, that they had. 
The next question was: Do you still stock Major 
Appliances? 90 per cent replied that they did, 
that they still stock them. The next question: 
Have you reduced your stock of Major Appliances? 
96 per cent answered yes. The next question: Have 
loss leaders forced you to discontinue Standard 
Brands and to substitute inferior products in 
order to meet this competition? 40 out of 62 said 
that they had substituted inferior products. That 
represents 74 per cent. 

Subsequently to this questionnaire there 
were other remarks sent in, which I would like to 
quote, if I may. Because at the bottom of the 
questionnaire--and I have a copy here which I 
will give you—there was a space left for other 
remarks, And these are some of the remarks 
taken out of those replies, They are as follows: 

Now trying to pick up unknown brands as 
unable to sell Standard Brands on the present 
market. Customers are all confused and I 
must add to confusion to exist. 

Alex Gammie 

Department Store, 


Lytton, B.C. 


Inasmuch as various Governments has 
instituted Minimum Wage Acts to protect 
Workers, we strongly believe that the 
Manufacturers List Price was a measure 


of our Minimum Margin and enabled all to 
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compete in the selling field instead of 
the finance field, 
Harvey's Stores Ltd., 


Vancouver, B.c. 


Loss Leadering is very unfair to the 
small dealers in the suburbs, if the 
condition is allowed to continue, many 
small dealers like myself will be forced 
out of business or to a much lower 
standard of living. 

Sealey's Hardware, 


Vancouver, B.C. 


Price cutting to our costs, and apparent 

excessive trade in allowances have 

created confusion and mistrust in the 

minds of the public. The competitive 

prices cannot even be close to those 

for instance advertised by other firms. 
Clugston Hardware Ltd., 


Vancouver, B.C. 


Loss Leader Sales have just about killed 
the sales of Electric Appliances in the 
small stores, Price Control is the 
only solution for the welfare of the 
small store, 

Kitsilano Hardware Co, Ltd. 


Vancouver, B.C, 


Under present conditions it is impossible 
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for us to sell any appliances and are 
discontinuing all appliance lines, 
Columbia Hardware & Building Supplies, 


New Westminster, B.C. 


I do not stock appliances, No use 
stocking them when I can't sell at a 
pRorLc, 

Burnaby Hardware & Electric, 


Burnaby, BLC* 


We have handled G.E. Irons, Toasters, 
Grills, etc., for thirteen years, have 
two pieces left which we are going to 
sacrifice and then leave this line of 
goods strictly alone. We had thought to 
go into Morphy-Richards line, but that 
too is now being slashed by other stores, 
so have decided to leave it to them as 

no doubt they will get the other lines 
too, This hits us hard, but many men 
are hit worse; there is a concern across 
the street, where this man was overseas 
through World War II, and opened up with 
the G.E. Agency when he came back. He 
was forced to sell out the line at less 
than cost and all he has left for a 
eerie is Power Mowers, Records and 4 
little Repair Work; pretty tough on a 
man who has fought for his country, to be 
driven out of business by people who were 


building up their business while he was 
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overseas, I see no hope of getting appliances 
of any kind that will not, sooner or later, 
be slashed and kicked around in the same 
manner as G.E. and Morphy-Richards, 
I understand that Revere Ware and Pyrex is 
also getting similar treatment. 

Bailey's Hardware, 


Burnaby, B.C. 


We stock only one of a branded traffic 
appliance, and sell only when we can't 
sell the cheaper substitute, Formerly 
we stocked dozens and half dozens and 
because we weren't being cheated, we 
sold with a will to sell. We are now 
looking for foreign imports to replace 
our Canadian Manufactured Products, 
McPhail Hardware Ltd., 


Vancouver, B.C. 


There are many more of these, but they are all 
pretty much the same. I shall not read any more, 

THE CHAIRMAN: You have filed a copy of 
them with the official reporter? 

MR, STEPHENS: Yes. 

THE CHAIRMAN; I shall ask that the 
reporter place them on the record, so that we will 
have them before us, 

MR, STEPHENS: I have in conjunction 
with that many advertisements here to prove that 


merchandise is being advertised at less than cost 
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price, No doubt you will wish to see it later. 

THE CHAIRMAN; We would like to have 
copies of those filed, if we could, 

MR. STEPHENS: Of the ads? 

THE CHAIRMAN: We would like to know some- 
thing about them, what they are. 

MR, STEPHENS: I have here listed the 
regular retail price, and our cost, and the price 
they are being advertised at on each ad. 

MR, FAVREAU: On each ad? 

MR, STEPHENS: Yes; on-each ad, 

MR, FAVREAU: And what do you mean by your 
USOSG 2 

MR, STEPHENS: Our cost at wholesale. 

MR, FAVREAU: Per unit? 

MR, STEPHENS: What they call the regular 
cost or, as this advertiser says, "the regular 
price"--and the suggested retail price, and the 
price at which he is advertising. 

THE CHAIRMAN: In each case is the price 
shown as the regular price the suggested retail 
price suggested by the manufacturer? 

MR, STEPHENS: Yes, so far as I can 
ascertain. 

THE CHAIRMAN: And what you show as the 
cost price to the dealer--is that the cost price 
when bought in small quantities or large quantities? 

MR, STEPHENS: No, that is individual 
packages, as most dealers buy it. 


THE CHAIRMAN: Usually your traffic 
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appliances are bought in fairly small quantities? 

MR, STEPHENS: Yes. There is very little 
quantity discount on traffic appliances--unless they 
are brought in by the carload lot. And there are not 
very many stores can afford to do that. 

THE CHAIRMAN: I just wanted to be sure 
that we know what the cost price was to the dealers 
who, you say,.are selling at less than cost, or 
selling these articles as loss leaders. We will try 
to find out what that is. If they are buying in 
large quantities they may be getting some discount. 

MR. STEPHENS: Undoubtedly they are, But 
it would be hard to find that out. 

THE CHAIRMAN; Well, we might find out 
from their records. 

MR. STEPHENS: Yes, you might; but it 
would be impossible for me to find out. I have 
nothing further, 

THE CHAIRMAN: I think these might be 
filed. We have here seven pages containing clippings 
from newspapers, and these clippings consist of 
advertisements of electrical appliances generally 
described as traffic appliances. 

MR, STEPHENS: That is right. There is one 
item there I would ask you to disregard, and that is 
Revere ware. That cannot be considered as a loss 
leader, because there is some profit being made on 
it. We did not realize that until this morning, 
when we were going over the style and the prices. 


THE CHAIRMAN: I notice that these ads 
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do not contain any dates, Can you give us the dates, 

or the period within which they were obtained? 

MR, STEPHENS: That is within the last two 
weeks, 

THE CHATRMAN: Within the last two weeks 
prior to July 7, 1954? 

MR. STEPHENS: Yes. 

THE CHAIRMAN: And are they taken from 
Vancouver papers? 

MR. STEPHENS: Yes, most of them from the 
Daily Province, 

MR, FAVREAU: Most of them? 

THE CHAIRMAN: From the Daily Province. 
And do they refer to advertisements by Vancouver 
dealers or dealers in other places as well? 

MR, STEPHENS: No, that is only Vancouver, 

THE CHAIRMAN: Vancouver dealers? 

MR, STEPHENS: Yes. As a matter of fact 
most of these are from one dealer, 

THE CHATRMAN: Tne one we have been hearing 
about pretty frequently? 

MR, STEPHENS: I would not know that. 

THE CHAIRMAN: Then, the pages containing 
these newspaper advertisements will be filed as 
Exhibit VAN-1. 

---EXHIBIT VAN-1: Newspaper advertisements (7 pages) 
from the Vancouver Daily Province, 
appearing within the two weeks 
preceding July 7, 1954, and show- 


ing electrical appliances (traffic 
appliances). 
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THE CHAIRMAN: Would you continue, then, 

MR, STEPHENS: I have nothing further to 
say, Mr. Chairman, unless you wish to question some 
of these remarks. 

THE CHAIRMAN: I think there will be some 
questions, We always do have some, 

MR. STEPHENS: I have nothing further to 
say in connection with my brief. 

THE CHAIRMAN; Does Mr. Smith wish to add 
anything at this time? 

MR. SMITH: No. I am here more in an 
informative capacity. 

THE CHAIRMAN: There is one question I 
should like to ask before counsel begins to ask 
questions. In the brief there is really no descrip- 
tion of what you regard as a loss leader, I recog- 
nize and we all know that a definition which meets 
the views of everybody is pretty hard to find. But 
we want to know what you mean when you talk about 
&@ loss leader. 

MR. STEPHENS: I would like to suggest 
that a loss leader is marticle sold at less money 
than it costs, plus the cost of operation. There 
is a certain percentage within two points that it 
costs a man to operate. And he must get a profit 
from his merchandise to cover up those two points. 
For instance, if an article is being bought for 
$2 and sold for $1.95, he obviously is getting no 
profit. So that must be called a loss leader, 


THE CHAIRMAN: If you buy at $2, that is 
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the invoice price? 

MR. STEPHENS: Yes. 

THE CHAIRMAN; And you sell at $1.95, 
nobody would question that you are selling at a loss, 

MR. STEPHENS: That is right. 

THE CHAIRMAN; But if he buys at $2 and 
sells at $2.25, there is a question that he may or 
may not be selling at a loss, according to your 
definition, 

MR, STEPHENS: Yes, well--- 

MR. SMITH: May I answer that? There must 
be a certain percentage of overhead in business. 

And, as you know, there are very few businesses 
operating on less, than 20 per. cent of their gross, 
of operating cost. Some of them run as high as 

25 per cent. In fact, the Canadian average in the 
hardware business is 25 per cent. 

THE CHAIRMAN: Then, does your association--- 

MR, SMITH: The $2 plus even 20 per cent 
would make it $2.40. 

THE CHAIRMAN: Yes, I understand. According 
to your understanding of what is a good definition of 
&@ loss leader, it is when you sell at less than the 
invoice price, plus approximately 25 per cent? 

MR, SMITH: When he is unable to make a 
profit selling that article, a legitimate profit, 
selling that article at his cost, plus his overhead, 
Plus a profit. 

THE CHAIRMAN: Can you pin it down more 


closely, or do you wish to leave it in that way? 





—  ¥ oa 


| 
| 


, 
. 


ae. ode tris wietale | 


.eeol 8 de wants ete i" tact aotteeuy ntaow vind 


ui de a ‘WAMATARO SECT 


xo yaw od dedtt actdedip 9 ab Gaede ,29,58 98 aftes 
moy ot anh .peol 2 te aaifiee ed 46n yen 


| nottintien 
nox iLow Be saeoetl . mM 
tess oxsdT ied Matiad role sTIME FM a 

.ceenteud nt bsorrevo to ogbiceseeg mbedso & ed 
seenentesd wol yisv eta eredd worn! yor as , hoa 
<Be0Ty “tend to dies rac OS edd eeel no ‘ Sakeietido 
aa date as cut weds to Smee da09 gattersgo to 

ant att eaunsua nstbaas) eid dost ot tes req as 


-dneo teq 29 af seentand eqawbied 
--sftoljshuvess auoy gecb , ceri ‘MAMALAKO SHT 


tires LEK 0S Seve eusig¢ G4 ed? -RPIME . AM 
; .08,S8 SE eam Biyow 


ad tbxooos Atetetebay T ,2aX WAMALAMO SHY 
to folttiatieh hoon 8 at tasty to aithraserebas ayoy of 


edd gadt seef te. ites BOT nsttw el #t rebset eeor a 
tdae0 "Taq ag ~ledanbaoxede ewig ,e2feq eotovat 

8 sume of sites 3b ox neuw HOT Me a 
.titotwd, otantd tae cy (etontas tase actifee #629 
besdreve ett aad ate sit t® eLottse Jarid gatfree 
v 7 tEtom 8 ext 
ttew whee nt eve as WORE Sey EB'do.. cbtecaxe 





-3030- 


MR, SMITH; It would be cost of article, 
plus operating cost--that is the net cost. 

THE CHATRMAN: You cannot pin it down in 
terms of percentages? You see, when you say a 
certain thing is a loss leader, and it is sold at 
something above invoice cost, it is rather difficult 
for us to say just where the line comes, when the 
only indication we have is that the operating cost 
should be added to the invoice, 

MR, SMITH: That is why we added our para- 
graph about maintained prices. We feel that loss 
leadering is an evil, but it is very hard for the 
Government to set up a type of legislation which 
would not be obsoleted in a certain period of time 
by changing business conditions, and things of that 
sort. 

THE CHAIRMAN; That is, the general cost 
of operation changes from year to year? 

MR. SMITH: Yes. 

THE CHAIRMAN; And might become greater or 
might become less, according to circumstances? 

MR. .STEPHENS: (Yes ,-andeitiwoudd bervery 
hard to set up a rigid loss leader legislation, 

THE CHAIRMAN: Would you think it would be 
difficult also because of the fact that, with regard 
to some types of articles handled in hardware stores, 
the percentage of markup might not need to be as high 
as it is with respect to others? I am thinking, for 
instance, of things which sell fairly frequently as 


compared with articles which you keep in the store 
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for a comparatively long period of time before they 
senk. 

MR. SMITH: There is a variation in the 
markup today in hardware, or in any other business. 
In hardware lines the markup varies considerably on 
the various articles. 

THE CHAIRMAN: And you are referring to 
the average markup, the average cost of doing 
business? 

MR. SMITH: The average cost of doing 
business, yes, And the Canadian average, as put 
out by surveys conducted by the Canadian Hardware 
Association, shows approximately a 25 per cent 
cost of doing business. 

THE CHAIRMAN: Would you go so far as to 
submit that any article which is sold at less 
- than invoice price, plus 25 per cent, is being 
sold at a loss? 

MR. SMITH: On large volume a man may be 
able to average at a smaller operating percentage, 
Let us say a million dollar volume may be able to 
cut his operating costs down to perhaps 20 per cent. 

THE CHAIRMAN: But if you now have varying 
markups, which no doubt are related to the cost of 
doing business with respect to those articles, at 
least that would be one of the causes for those 
variations--and the average is 25 per cent, it 
would be difficult to say that anything sold with 
less than a 25 per cent markup would be sold at a 


loss because some of those articles are now being 
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sold by everybody regularly at something less than 
25 per cent, if 25 per cent is the average. 

MR. SMITH: That is right, 

THE CHAIRMAN: So that it is difficult to 
pin it down to anything that is exact. 

MR. SMITH: That is quite true, 

THE CHAIRMAN: But you feel in all cases 
there should be some allowance for overhead, and that 
the average should work out at about 25 per cent in 
the hardware business? 

MR, SMITH: And another complaint is a 
repetition of that. This electric kettle which we 
show you in those ads--that has been advertised for 
a considerable period of time in this town, at 
varying prices. It originally was $9.95, and due 
to the change in taxes it was reduced to $O25 Oi 
That has become an established price of that 
article in this town, 

THE CHAIRMAN: And what is the list price? 

MR. SMITH: The suggested list price is 
$14.95. You cannot even talk electric kettle to 
@ customer today. He will quote you this price of 
$9.50. That is what he pays for a General Electric 
kettle, « There ae no remote possi- 
bility of getting any other price. That price is 
now established in this town, just the same as if 
you had legislation establishing it. And that ad 
is repeated weekly at least, and sometimes more 
often. That is loss leadering with one article, 


There is no excuse for that type of selling--no 
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excuse of clearing of merchandise, or of a special 
purchase, 

I think that in checking one company's 
book in this town you will find that their cost price 
varied over that period, and the previous year. You 
will find that some of their invoices will be where 
they made a slight profit, and others will be where 
they showed a loss, 

THE CHAIRMAN: You mean they were getting 
lower prices than hardware retailers? 

MR. SMITH: They possibly would make a 
good buy somewhere, but in other cases they paid the 
same price as ordinary retailers. 

THE CHAIRMAN: Sometimes they were able to 
buy at less than $9.50, is that it? 

MR. SMITH: Yes, that is one of our main 
complaints. It is repetition of advertising. One 
sale using a loss leader does not hurt a suburban 
or a small dcaler too much, because it is here 
today and gone tomorrow. But when you have that 
repetition week after week, establishing that price, 
the small dealer might as well forget about handling 
that article. So he proceeds to get something 
inferior as a substitute, on which he can make a 
small profit, and sell at the same price, 

A man walks into your store and says, "I 
want an electric kettle." The hardware man reaches 
for the one on which he can make a small profit, 
and sells that kettle. I hold no brief for the 
General Electric Company, but we feel that they 


have suffered in the traffic appliances business 
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due to this loss leadering, too, in this town. 
Because most of our dealers keep one G.E. kettle, 
If you are a good customer, and you walk in and want 
that kettle, our dealer will sell it to you. But 
if you are not a regular customer, and you walk in 
and say, "I want an electric kettle", he will not 
even show you the General Electric kettle, And if 
you say you want a General Electric kettle and you 
are not a regular customer, he will say, "I do not 
handle them," 

THE CHAIRMAN: And it is now so firmly 
established that the price of the G.E, kettle in 
the Vancouver area is $9.50 that practically no 
dealers try to get a higher price, is that right? 

. MR, SMITH: That is right; it is Impossible 

to get a higher price, 

MR. STEPHENS: As a matter of fact, in my 
own store the other day a lady walked in and said, 
"T want an electric kettle"--and she put $9.50 on 
the counter. That is how it is being done, She did 
not even ask the price, or anything else about it-- 
she just put $9.50 on the counter. 

THE CHAIRMAN: Just offering you the money. 

MR. STEPHENS: She knew what the maintained 
price was, and that was the maintained price. 

MR, FAVREAU: She thought she was accepting 
your own implied offer, perhaps? 

THE CHAIRMAN: That is a new way of expressing 
it--"maintained price". 


MR. STEPHENS: It is just as surely maintained 
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as if the Government had passed legislation covering 
it. Because you can go into any store that handles 
major appliances and buy for that money--no more, and 
no less, 

THE CHAIRMAN; I have seen it in other 
places for less, 

MR, SMITH: Well, there is a difference 
between eastern and western provinces. 

THE CHAIRMAN: They have been maintained 
on different levels, you mean? Then, Mr. Gerin- 
La joie, do you wish to ask a question? 

MR. GERIN-LAJOIE: Gentlemen, I have a 
few questions, as counsel for the Commission, 

First of all, in regard to the questionnaire you 
sent out to your members, may I take it from the 
questionnaire that I have here that you did not 
explain what you meant by a loss leader, and that 
you have not asked your people what they mean by a 
loss leader, in answer to the questionnaire? 

MR, STEPHENS: It was not asked or 
explained at the time of the questionnaire going 
out. But there have been many bulletins going out 
at least once a month to our members, discussing 
loss leadering. 

MR. SMITH: Loss leaders have been dis- 
cussed at quite some length at our general meetings, 
directors! meetings, and in bulletins to, as I say, 
define something that is sold at less than cost, 
plus operating expenses. And practically, I would 


say, 90 per cent or close to 100 per cent of our 
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members know that definition. That is what we mean, 
If they misunderstood or have given it a wrong mean- 
ing, or given us wrong information, we could not 
vouch for it. But that is our understanding of the 
definition, among the members of our association, in 
all the discussions we have had, 

MR, FAVREAU: You can fairly take it for 
granted in your opinion that this is the basis upon 
which the answers were given to the questionnaire? 

MR, SMITH: Yes, that is right. 

THE CHAIRMAN; And without specifying any 
purpose of being behind the cut in price? 

MR. SMITH: That is right, yes. 

MR. GERIN-LAJOIE;: Would you go so far as 
to say that the mass of your people did not mean 
by & loss leader any article sold under the suggested 
price, or that it would mean something other than 
that? 

MR. SMITH: Oh, yes, It would be quite a 
bit under the suggested price, because we have had 
price cutting for quite some period of time. But 
it is only in the last 12 months that this loss 
leadering has really run into terrific proportions-- 
in fact to the point where it really bothers us. 
There has always been a certain amount of loose 
merchandising, even under resale price maintenance, 
in major appliances, with trade-ins--using trade-ins 
as a basis to evade the maintained price in the old 
days. 


We were accustomed to that, and learned to 
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live with it, knowing that the small dealer who 
could not get terrific volume could still get his 
friendship business from his regular customers. 

But now has come this loss leadering, when people 
are selling below our cost; and we know that in the 
case of small appliances they are using them to 
bring in customers for major appliances, 

This one firm I have mentioned--you go to 
that store to pick up one of those kettles, and you 
do not just pick up a kettle and pay your money. 
Oh, no; you get a long sales talk about major 
appliances, and your name is entered on a mailing 
wash, Or a list of customers, It) is used es 2 
leader. 

MR. WHITELEY: Have you any evidence of 
that? 

MR. SMITH: I cannot present it before 
this court, no. TI have not got a signed statement 
from anybody. 

MR. WHITELEY: Did you ever go in and try 
to buy a kettle in that way? 

MR. SMITH: I have done it with another 
article, not a kettle, but with Revere ware, when I 
shopped there, 

THE CHAIRMAN: And you got a sales talk? 

MR. SMITH: Yes, 

THE CHAIRMAN: And got literature from them 
since then? 

MR. SMITH: Yes. I have been on their maii- 


ing list. 
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MR. GERIN-LAJOIE: You have received 
some publicity from them? 

MR, SMITH; Yes. You will also notice 
that at the bottoui of oné of those ads we left a 
little clipping that states that they will ship 
anywhere in British Columbia, This is not just a 
local problem, 

THE CHAIRMAN: Which advertisement is 
that? 

MR. GERIN-LAJOIE;: The advertisement on 
automatic toasters, Sunbeam. There are three 
advertisements together, at $29.95; $17.95 and 
$21.95. 

MR. WHITELEY: How does that tie in 
with your opinion that they used that to lead 
customers into their store? 

MR. SMITH: A man writing in would be 
put on the mailing list, his name would be, and 
they would get it that way from out-of-town persons 
who would write in. 

MR, FAVREAU: Do they send out catalogues? 

MR. SMITH: No, just specials, 

MR. STEPHENS: Not only that, but these 
ads are widely circulated through the Province and 
the Sun, which go all up the valley. 

MR. SMITH: You see, we have only two 
main papers in this province, Vancouver papers, and 
they are sent all over the province, 

MR, WHITELEY: What I was thinking was 


that if an out-of-town customer sees the ad and 
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buys a kettle, by mail, he could hardly be enticed 
into buying a refrigerator, could he? 

MR. SMITH: But when he registers his 
name and address he is a potential mail-order 
customer, 

THE CHAIRMAN: You mean they put him on 
the mailing list, and then they send him notices 
of specials in other appliances? 

Mie oMIEt«  Tnatels- pieht. si, 

MR. GERIN-LAJOIE: Regarding the inter- 
pretation of the words "loss leader" by the members 
of your association who replied to the questionnaire, 
should I take it that they determine whether an 
article is sold as a loss leader or not by their 
own cost of operation, and not by the cost of 
operation of the store selling a so-called loss 
leader? 

MR, SMITH: We are taking our cost of 
operation, alone, which is the only yardstick we 
can go by. We do not see his invoices, 

MR. GERIN-LAJOIE: Would it not be possible 
in your view that a store might have a much lower 
cost of operation? 

For instance, someone appeared before 
this Commission, in Montreal, and explained that 
he had a low-cost operation because he was doing 
most of the selling himself, He had large adver- 
tisements in the newspapers showing his so-called 
price cutting, and he had a great number of 


customers phoning or coming up, and he did the 
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selling himself. In that way he saved much of the 
expense of paying salesmen, Apparently, as he told 
the Commission, he had a much lower cost of opera- 
tion that way. So in his case it is possible that 
that would not be a loss leader, as it might appear 
to you, or some other retailer. 

MR, STEPHENS: But you cannot do a large 
operation and do all the work yourself? It would be 
impossible for a man to have a large turnover and 
do-the work without paying help. 

MR. GERIN-LAJOIE: I said "mostly". He 
had some help, but apparently he had less than what 
you might call an ordinary retailer. But what I 
have in mind is this, that you have no way of ascer- 
taining that what you regard as a loss leader is 
really a sale under the cost of operation, cost of 
the article to that particular retailer who sells 
at a lower price than you do, It is just a question. 
I am wondering whether you have any way or not. 

MR. STEPHENS: There is no way of ascer- 
taining the average of what it costs the average 
store to operate. There are certain business over- 
head charges, regardless of how cheaply you operate, 
You have rent and fuel and telephone, or you may pay 
taxes instead of rent, one of the two. And a man 
is entitled to his own wages. Any extra help he 
has over that, he would not have it unless he was 
doing the volume. And the more volume they do, the 
more help you have to have, Therefore there is a 


fixed cost, regardless of how big or how small a 
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business may be, and you must take care of that cost 
before you can start making a profit. And, unless 
you are making a profit, you are selling as a loss 
Leader. 

MR, WHITELEY: Yes, but your fixed cost 
becomes divided up on the units sold, and the more 
units you sell the smaller burden of fixed cost there 
is on each unit. 

MR, STEPHENS: I grant you that, but there 
are two points you cannot go beyond. There is the 
point where you are breaking even on your sales, and 
the point where you start to make a profit. 

THE CHAIRMAN: That is true, that you do 
have a certain amount of cost. Those costs do vary, 
of course, If you are on a main street in a big 
city, a main business street, you pay a much higher 
rent or higher taxes than you would pay if you were 
two or three blocks away, where business is not 
looked upon as being generally as profitable. You 
are in a better position if you can persuade people 
to come to that store as readily as they would have 
gone to a store on the main business street, You may 
do as much or nearly as much business then, and at 
a much lower rent. Your light would not vary very 
much, except according to the size of your store, 
But, one man may sell, we will say, $50,000 worth of 
appliances in a small business, and another man, with 
not much larger premises, will sell $200,000 worth. 
The overhead per unit is substantially less in that 


case, and it is rather difficult to decide exactly 
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how to compare the two, and arrive at an exact under- 
standing of what the overhead is in each case, 

MR. SMITH: As we say, it is very hard to 
define a loss leader, now or in the future. And in 
the set-up today, since the loss of resale price 
maintenance has stripped the retailer of any protec- 
tion he may have had whatever--making him possibly 
the only class in our economy that has no type of 
protection. 

We have farm support prices, and we have 
tariffs for our manufacturers, and the labour unions, 
which are a form of association in business, sell 
their labour. But there is no way that the retailer 
can combine to set up prices with a sales markup, so 
that he may live. 

To enlarge upon this theme, the perfect 
way for the public to get merchandise cheap would be 
to have a group of huge supermarkets distributed at 
intervals, and no small stores--to enlarge upon this 
theme of no protection or no price maintenance, 

THE CHAIRMAN: I think your brief says that 
there is another theory--it contains another theory 
different from that, does it not--that if you just 
had a few they would be able to raise prices. 

MR. SMITH: That is what I meant; you would 
have this few. You would have no suburban merchants. 
You would not have your little store around the 
corner to ask whether you needed to use a ground 
coat of paint, or to ask if he would cut you a pane 


of glass, or something of that sort. I am sorry to 
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drift, Mr, Counsel, but we cannot define a loss 
leader--only on the definition that that kettle, 
that is sold by those people at $9.50, costs our 
people $9.45. We know that, buying through the 
regular channels in Western Canada, and even in 
Eastern Canada, that kettle cannot be sold profit- 
ably at $9.50. 

Now, with this repetition of sale, we 
have no doubt--and, of course, we cannot check; we 
have no power to look at this company's invoices-- 
but over the past year we have no doubt that he has 
bought kettles at some time or another at our 
legitimate price, because there has not been that 
much distress merchandise available in those kettles, 

MR, WHITELEY: On the other hand, the 
featuring of a single article over a lengthy period 
may produce effects you indicate: but if the very 
narrow margin of sale is confined to a small number, 
then its effects must likewise be limited. 

MR. SMITH: The effects of sale are con- 
fined to--I did not quite understand your question, 

MR. STEPHENS: I am not clear on that, 
either. 

MR, WHITELEY: Well, I think you are 
suggesting that these items which are featured in 
the way you described are few in number. There has 
been a kettle, and perhaps a lightweight iron, and 
perhaps one or two others. 

MR. SMITH: But there is the other fact-- 


the fact of those loss leaders bringing people into 
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these stores to buy major appliances, and other 
merchandise, They are taking customers away from 
the other stores, 

I would venture to say--and I would not 
like to name any percentage--but I would venture 
to say that out of all the people who bought those 
electric kettles at this one store, many of those 
people became purchasers of major appliances, 

MR. GERIN-LAJOIE: But is it your view, 
Mr. Smith, that repeated advertising like this of 
a kettle, for instance, has the effect of bringing 
people in? Apparently you have just mentioned 
that people go into your store, and ask for kettles 
at the same price? 

MR. SMITH: And our people cannot afford 
to sell them or to stock them, In some cases they 
will take a loss, for a regular customer. But in 
many cases they do not come into our stores. 

MR. GERIN-LAJOIE: Not even if it is 
repeated for months, as it appeared to be? Am of 
right--has it been repeated for months? 

MR. SMITH: Oh, yes. 

THE CHAIRMAN: It seems that to the extent 
that it becomes the established price, then if the 
regular dealers will sell at that price and have it 
available, some of the leading effects would dis- 
appear, because it does not lead the people into a 
particular store if they could get the same article 
at the same price in a great many other places. 


That is what counsel is getting at. 
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MR, SMITH: Your small suburban store 
operates very closely. I'll venture to say that 
50 to 60 per cent of our smaller hardware merchants 
in this city only take a bare living out of their 
business. When they start meeting these cut prices 
and loss leadering, and making no money, it hurts 
them, A man is possibly taking $2,500 a year by way 
of a living out of a small store. If he loses $500, 
he is hurt. 

THE CHAIRMAN: We are not suggesting that 
if a small dealer meets a heavily cut price that it 
does not hurt him. We are merely suggesting that if 
they all do it--- 

MR. SMITH: They would switch to some 
other articie ; 

THE CHAIRMAN: Then the leading effect, that 
is, the effect of leading people into a particular 
aivertiser's store, is reduced quite a bit. 

MR, SMITH: They would switch to some other 
article. Then, another thing enters the picture, that 
the very small store cannot run these large ads. And 
that brings up the other point I wish to mention, that 
our people are substituting inferior quality merchan- 
dise. 

MR. WHITELEY: Why do you express the 
Opinion that any substitution is inferior? 

MR. SMITH: Well, we have other makes of 
electric kettles which we know to be inferior--the 
finish and the protection in the kettle. We know 


them to be inferior products, 
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THE CHAIRMAN; Are they all alternatives? 

MR. SMITH: They always sold at less than, 
let us say, G.E, kettles. Another make of kettle I 
have in mind always sold a few dollars less than 
the: G .By kettle. 

MR. WHITELEY: I am thinking of the kettle 
produced by General Steelwares, which is about the 
same price as the G.E. kettle. 

Mx, OMITH: It is not inferior to the 
G.E, kettle. We have other makes, though, that 
are inferior. The General Steelwares kettle is 
in the same classification as the G.E, 

THE CHATRMAN: Is the G@.S.W. being loss 
leadered? 

MR eS MiTHsneYos,, Weshave.an.ad.on, the 
GISeWerinobthere. 

MR, WHITELEY: There are some English 
kettles? 

MR. SMITHS Yes, one called Everbricghs. 

MR, WHITELEY: Are they inferior? 

MR. SMITH: I would say the finish is 
inferior, It has always sold as a cheaper kettle. 
But our people can buy that today and sell it for 
$9.50, and make a little money--but not much. In 
fact, they would not even make their regular markup. 
But they can still make a slight profit from selling 
a0, 

THE CHAIRMAN: Is it more than five per 
cent gross? 


MR QrSvELi 4 »ives.. 
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MR. STEPHENS: Well, we have been talking 
kettles for some time. The reason they came up is 
that they have been the article that has been loss 
leadered longer than the rest. But in the last 
three months many other items are getting into the 
same category as the kettle. And if this is allowed 
to continue--well, the prices of those things will 
be established, just the same as it has been on 
the kettle. 

We are just starting in on this loss 
isader. thing, so,far as I can see, in Vancouver. 

It has only been the last three or four months 

that these other items have entered into the 
picture. It has been the kettle that has been the 
leader, all the way through. But you take the floor 
polisher, or the. toaster,.or the grill, -or, the 
Coleman burner, and many other items--they are now 
being advertised daily, and will be established 

loss leaders. 

MR. GERIN-LAJOIE; In this connection, 
Mr. Stephens, I am looking at advertisements of 
other items--items other than kettles; and it would 
seem, roughly, that the difference between your 
cost and the price advertised by the retailer in 
question is about from 10 per cent to 15 per cent; 
is that right? 

MR. STEPHENS: Yes, in some cases. 

MR. GERIN-LAJOIE: In most cases? 

MR, STEPHENS: Yes. 

MR. GERIN-LAJOIE: Apart from the kettle? 
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MR, STEPHENS: Yes. 

MR, GERIN-LAJOIE; If there is such a 
difference in price, which would appear to you to be 
their markup of from 10 to 15 per cent, would you 
not conceive it as possible that they might get 
those articles at a lower cost than your cost, and 
that their markup might, accordingly, be 15 or 20 per 
cent, instead of 10 or 15 per cent? 

MR. STEPHENS; But their resale is $39.50, 
and our cost is $41, They are selling it at less 
than what it costs us. 

MR. GERIN-LAJOIE: That is a floor polisher? 

MR. STEPHENS: Yes. 

MR, SMITH: $39.50 as against our cost of 
$41.93. 

MR, STEPHENS: You have your figures reversed 
there, have you not? ‘This is our cost, and this is 
what they: are selling it at, 

MR. GERIN-LAJOIE;: In the case of the floor 
polisher you are all right, In the case of the bath- 
room scale they sell at $5.95 and your cost is $6.65 
for the same make? 

MR. STEPHENS: Yes. 

MR. GERIN-LAJOIE: The make is not men- 
tioned there. 

MR. STEPHENS: But we can tell. It is as 
illustrated. 

MR, SMITH: That is illustrated in the 
advertisement, The fllustration describes it. 


MR, STEPHENS: Either it is false 
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advertising, or that is the scale we describe in 
our cost there. 

MR. GERIN-LAJOIE: Then, a portable 
gasoline stove--- 

MR. STEPHENS: I would like to scratch 
that one out, That was another one that we should 
not have mentioned. 

MR. SMITH: We are only asking you to look 
at the numbers where you would take a cost plus over- 
head. 

MR. GERIN-LAJOIE: Leaving this particular 
instance, would you say that it is possible that new 
methods of merchandising--let us, for instance, take 
supermarke ts--might lower, the cost of retailing in 
the appliance business, as it did. in the food 
business? I am just taking this as an example, 

MR. STEPHENS: Undoubtedly it will; there 
is no question about it--but not to the extent that 
you are selling an article for less than cost, 

MR, GERIN-LAJOIE: Quite so, I am putting 
| aside these particular advertisements you have men- 
tioned, But I wonder if your proposal, that we go 
back to the former situation with resale price 
maintenance--whether under that situation there 
would be no incentive to develop such new methods 
of merchandising. 

MR, STEPHENS: No, because the articles 
that we are suggesting should be price-maintained 
by the manufacturer would be premium articles, 
articles that are absolutely stood behind by the 


manufacturer. 
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MR. SMITH: And competition will always 
have its effect, 

MR, STEPHENS: There is always competition 
that will bring in another article that you can kick 
around all you wish, 

MR. SMITH: But there are new methods of 
merchandising--and you will pardon me if I answer 
this. Regardless of resale price maintenance, we 
have not stood still in merchandising. Resale 
price maintenance has been out since 1951. Just to 
answer that question, there were new methods of 
merchandising developed before 1951. There were 
forward steps taken to lower merchandising costs, 
Competition always forces people into line with 
low-cost merchandise--even from a manufacturer's 
maintained price. To answer your question--to 
have resale price maintenance does not make the 
world stand still. 

THE CHAIRMAN: You mean the competition 
resulted in the maintained price not being main- 
tained, or what? 

MR, SMITH: Mr, Gerin-Lajoie's question 
was that, with the maintained resale price, would 
there be no incentive for a store to lower its 
cost of operations and bring in better methods of 
merchandising. 

THE CHAIRMAN: But in your commenting on 
it I thought you said that competition and the 
introduction of new and improved methods had forced 


prices into line, even where they were maintained. 
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MR, SMITH: That is right, 

THE CHAIRMAN: Just how would that operate 
on a price-maintained article? 

MR. SMITH: Even on price-maintained 
articles, the price has lowered over the years. 

THE CHAIRMAN: Do you mean the manufacturer 
would lower it? 

MR, SMITH: That is right. 

THE CHAIRMAN: The manufacturer would lower 
it so as to--- 

MR, STEPHENS: The manufacturer would have 
to lower it to meet competition, 

MR. SMITH: He would have to lower it, and 
then your retail markups have gradually dropped. 

At one time the hardware trade averaged 40 per cent 
markup, Today it is only 28 per cent. There has 
been a 12 per cent drop in markup across the country. 
They have not stood still. 

MR, FAVREAU: That is the average markup 
on suggested prices? 

MR. SMITH: There was at one time a 40 per 
cent gross margin; today it is 28 per cent--gross 
prorics 

THE CHAIRMAN: “Profit on°selling price, 

MR, SMITH: Yes, that is right--28 per 
cent today across Canada, At one time it was 40 per 
cent. There is a 12 per cent drop. And it has 
taken place every month, and it will continue to 
drop, even with maintained prices. 


MR. GERIN-LAJOIE: Would there be the same 
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incentive, for instance, if you have maintained 
prices by the manufacturer? Would you conceive it 
possible that anyone might open an appliances super- 
market with G@.E., Westinghouse, Sunbeam--articles 
of that kind which would be all price-maintained, 
and which could not, with resale price maintenance, 
I imagine, be sold under a certain level--could not 
be sold at only 15 per cent markup, for instance? 

MR. SMITH: I will answer that, I was 
in the appliances business. I spent 13 years in 
it. We were a very efficient organization. I think 
that we were possibly the largest suburban store in 
Toronto at that time. We sold appliances and we 
sold a lot of them, in the maintained price class. 
We did not charge any finance charge, to make up 
for our efficiency in the volume we were doing out 
of a small suburban store. We were doing very good 
volume in those days, out of a small suburban store. 
so we cut the finance charge, 

THE CHAIRMAN; Absorbed it? 

MR. SMITH: Yes. 

THE CHAIRMAN; So that it made no difference 
whether they paid cash or bought on time? 

MR, SMITH: We had a small cash discount. 
There was always, on big appliances--the manufacturer 
allowed you to give something, so long as you did not 
get too far out of line with your cash discount. 

THE CHAIRMAN: The maintained prices were 
not strictly observed. 


MR. SMITH: They were a maintained retail 
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price, Some firms charged it. On major appliances 
it has never been strictly maintained. There has 
always been some level. But then, you were never 
allowed to take a man's appliance and put it in an 
ad and slash it 25 per cent, and ruin the sale of 
that article for other dealers, 

THE CHAIRMAN: Would you say it is possible 
to maintain a strict price on large appliances, hav- 
ing in mind turn-ins? 

MR. SMITH: No, not on large appliances, 
no, But in the small appliances it has been very 
well maintained for years, 

THE CHAIRMAN: Because that particular 
way of cutting prices, by allowing a large turn-in-- 
does not apply to any great extent on the small 
appliances, is that so? 

MR. SMITH: That is what I said earlier, 
that there used to be the old big trade-in allowance, 
even before resale price maintenance was thrown out, 

MR. STEPHENS: I believe the biggest lever-- 
if you can call it a lever--that there is in solving 
this problem, is not the question of maintaining 
the prices to the public, but of the manufacturer 
having some control over his brand of merchandise. 

The manufacturer spends millions of 
dollars advertising a brand name. He puts it on 
the market. And unless that brand name is protected 
by the merchant, by a good merchant handling it and 
selling it at a fair price, and giving as good 


service as he can give to that item--if the 
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manufacturer is not in a position where he can 
control that article--and he is not in that position 
now--then all his money and effort and advertising 
is down the drain, The product becomes a loss 
.eader and is kicked around by everybody. And 
people are selling it for less than they should 

sell it, and they are not giving service on it. 

So the public are not getting the benefit of all 
that money the manufacturer has put into it. 

THE CHAIRMAN: When you say "price control 
by the manufacturer" on an article, does that not 
mean a price maintained by the manufacturer? 

MR. STEPHENS: Yes... But what I mean is 
that the idea of price maintenance is not as vital 
to the public or to the merchant as having the 
manufacturer be able to control his product. In 
other words, if large firms, large manufacturers, 
sell a quality article to a store, and that store 
cuts the price of that article by 25 or 50 per cent 
less than the suggested resale price, the manufac- 
turer today has no recourse because he cannot 
refuse to sell to that man, But without the present 
law he can, 

THE CHAIRMAN: Supposing the law which 
prohibits resale price maintenance was abolished, 
so that the manufacturer could attempt to maintain 
prices, as he did formerly. How would it work out 
with regard to these small appliances which, as we 
understand it, are normally handled through jobbers, 


through the retailer? These retailers who are 
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cutting prices--and again, we are informed--usually 
buy from several suppliers. How is the manufacturer 
going to stop such a retailer from getting goods and 
cutting prices? 

MR, STEPHENS: By refusing to sell the 
jobber, 

THE CHAIRMAN; Cut all his jobbers off? 

MR, SMITH: Yes, and: he will do it, too. 
General Electric just cut their jobbers, terrifically, 
in this province. I understand it was 27, and it is 
down to eight, 

THE CHAIRMAN: How can they tell whom he 
is receiving the goods from, if he is buying from 
&@ number? 

MR, SMITH: A lot of these things have 
serial numbers, or they could put a tracer on an 
article, through various jobbers. 

MR, STEPHENS: It is surprising how 
quickly things get around--as to who sold who, when 
a store starts kicking an article around, 

THE CHAIRMAN; I can understand it 
being possible to follow it by a serial number. We 
had in. another industry an example of a dealer who 
purchased from a number of wholesalers, and every 
one of those wholesalers was questioned about it,-- 
as to how much they had sold. And if you added up 
all of their sales to him, it was only a very small 
fraction of the goods that he sold, and that he had 
got from somewhere. Now, either somebody was not 


telling all the truth, or there were other sources 
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of supply nobody knew about, 

MR. SMITH: Sometimes you can trace it, 
Sometimes it will not come out in an inquiry of 
this nature, sir, But if a manufacturer definitely 
goes out to trace down where a dealer got some 
articles, he can find it out. Business is not that 
leak-proof today that some shipping clerk or some 
salesman, or someone else, does not let the informa- 
tion go loose, 

MR. STEPHENS: And not only that, but in 
most cases where brand lines are sold through price 
protection, they are sold through agencies, And 
the manufacturer has complete control of those 
agencies. He knows what is going on, what is going 
to that store, 

THE CHAIRMAN: In the large appliances 
field, sometimes it is handled in a somewhat 
different way from the small appliances. 

MR. SMITH: Serial numbers can be traced, 

THE CHAIRMAN: In the large appliances, 
they frequently sell direct to the retailer, If the 
retailer does business in a substantial way. 

MR. SMITH: And, further to this, regard- 
ing confusion to the public; from the advertisements 
of appliances, the public do not know what they are 
buying today--whether they are buying a new model 
or whether they are buying something with a gadget 
left off that they want. The ad will state, "Nine 
cubic feet--refrigerator"--and usually they will 


show a picture of the refrigerator with the door 
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closed--"Large saving"--and so on, and so on. The 
public do not know what they are buying today. Meny 
of these major appliances--on many of them the loss 
leadering people, or the price cutters, are charging 
terrific finance charges. Competition is only waking 
up to that today. And we have now in this town, I 
am happy to say, firms who are advertising, "No 
interest and no finance charges", 

MR, WHITELEY: Do you say you are happy 
to see that? 

THE CHAIRMAN: You think it is a good thing? 

MR. SMITH: Yes, because it then brings the 
basic price out, The price that the consumer is going 
to pay, plus his finance charge, will have to be com- 
pared to the regular price. We feel--and we cannot 
prove these statements, so I do not feel that they 
should be reported--but we do feel that a lot of 
these cut prices are picked up by large finance 
charges. 

THE CHAIRMAN: The feeling I would have 
with regard to the suggestion that it is a good thing 
to have sales without finance charges is this, that 
if I went to a firm that said to me that the price 
is the same whether I pay cash or buy on time, I 
would go somewhere else. Because I pay cash. 

MR. STEPHENS: That normally is not the 
policy. If you go into a place and offer cash they 
will offer you a discount, to which you are 
entitled. 

MR. SMITH: Yes, which you are entitled to. 
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THE CHAIRMAN: That is what I feel. If 
they said, "Your price is the same, whether you pay 
cash now or spread it over the next two years", I 
would not buy there, 

MR, SMITH: What I was aiming at is that 
they are bringing out the point by making people 
compare the retail selling price, plus finance 
charges, 

THE CHAIRMAN: Yes, but if you give a 
discount for cash you still have some variation-- 
except that you know what the discount is, then. 

MR. SMITH: You have quite a time when you 
go in as a cash buyer to some of these loss leader 
companies around town, on a major appliance. 

THE CHAIRMAN: They will not take your money? 

MR. STEPHENS: They will not take your money, 

MR. SMITH: Well, they will take your money 
eventually. They may take it--but they will add 
charges: for delivery,.and charges for this and 
charges for that and the other thing. 

THE CHAIRMAN: Even when people were not 
loss leadering, I can remember having a salesman 
say, "You would not want to pay cash. Nobody pays 
Cash e 

MR, SMITH; That is right. But I would 
like to bring up this confusion that exists in the 
minds of the public today. When you had a brand 
name, and they knew they were buying a quality 
product, and backed by a quality company, it was 


all right. But today they do not know what they 
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are buying. They are seeing refrigerators imported 
from the United States and being sold in this town-- 
and actually, service with them would be very diffi- 
cult, They are American makes, and it is hurting 
Canadian manufacturers, 

MR. WHITELEY: Do you think that has been 
stimulated by the absence of resale price maintenance? 

MR, SMITH: Oh, yes, they must compete with 
this loss leadering, so they are bringing in cheaper 
brands, inferior makes of refrigerators, 

MR, STEPHENS: Mr. Chairman, I have been 
following you gentlemen all the way across the 
country, through the various articles in the news- 
papers, and it looks to me as if all the way through, 
regardless of where the argument starts or finishes, 
it all ends up with the idea of the Government taking 
action to put back the control of prices. 

THE CHAIRMAN: That is a recommendation 
which has been made frequently. 

MR, STEPHENS: Yes, that seems to be the 
only answer that we have to the situation. Because 
if a law was passed, and if we asked for a law to 
be passed to determine what a loss leader was and 
to control loss leadering, I think it would be 
utterly impossible, 

MR, SMITH: In your own Commission in 1935, 
your own Government Commission, they said that these 
laws could be obsoleted. I think in the back of 
that little book which Mr. Lajoie has in front of 


him, there is a statement by the Commission stating 
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that--and I think this was in 1935--stating that, 
due to changing business conditions, they would soon 
be obsolete. 

MR, STEPHENS: This matter was discussed 
in the House of Commons the other day. Did you see 
that in the newspapers? 

THE CHAIRMAN: I think we saw it. In fact, 
I think we saw Hansard. 

MR, STEPHENS: Oh, yes, I suppose you would, 
And the Opposition there seems to be under the impres- 
sion that the only solution is maintained prices, 
again. 

MR. GERIN-LAJOIE: Gentlemen, I would like 
to put a question to vyow «in this, connection..,,,1t 
would appear from what has been submitted to this 
Commission up until now, that there have been 
variations in prices which did not exist to the 
same extent prior to the present legislation, I 
think that is quite true. And some retailers have 
called that, when speaking before this Commission, 
chaos. But the question which might be put to you 
and the other retailers would be this--and may I 
say that we are just trying to find out the facts, 

I would not like to appear to be taking an opposite 
position, We are just trying to find out the exact 
views of everyone, Would it not be possible that, 
after a time, all this would settle down, and you 
would have certain variations in prices between 

one retailer and another, but that that would be 


considered as just a free trading competition, 
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which is an incentive to better methods of merchan- 
dising and better prices for the consumer. 

Of course many people have appeared before 
this Commission and suggested that we should go back 
to the former situation. But the question is, would 
that leave enough competition, or would that really 
be the best situation so as to have good competition 
for the purpose we have in mind, 

MR. STEPHENS: I suggest if this goes on 
long enough, you will not have any competition, 
because all the small businessmen will be out of 
business, and you will only have the big stores to 
contend with, 

MR, GERIN-LAJOIE: I appreciate your point 
of view, but is it not true that the same argument 
was put forward when the chain stores started to 
operate? And is it not true that there is still 
quite a number of independent grocery stores in 
the country? 

MR, STEPHENS: Not half as many as there 
were four years ago, 

MR. SMITH: There have been many of them 
eliminated--many of them, 

MR. GERIN-LAJOIE: Yes, but does that mean 
that there is no competition between chains and 
independent stores? 

MR. STEPHENS: The chain store today--at 
least, the independent chain store today--is not 
the same grocery store it was four years ago, 


The independent store today is a little hole in the 
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corner that sells ice cream, and that sells up to 
midnight, at night when the other stores are closed, 
The small merchant today in the grocery business-- 
and I am not a grocer, but I know what happens , 
because of my neighbours, in the district--if a 
small merchant today in a grocery business was to 
keep the same hours as the supermarket, he would not 
be in business for three months, because he makes his 
money when they are closed. 

MR. GERIN-LAJOIE: Is that the situation 
in Vancouver? 

MR. STEPHENS: Yes. 

MR. GERIN-LAJOIE: Because in other cities 
grocery stores close at the same time, approximately, 
or within an hour of each other. 

MR, SMITH: In this city the grocery stores 
stay open terrific hours, and they are open on Sundays. 

MR. STEPHENS: 11 o'clock, most of them 
close’, 

MR. SMITH: And they are open on Sundays. 

MR, STEPHENS: That is when they make their 
money. 

MR, SMITH: That is the only way they can 
exist, the small grocery stores in this town, today. 

MR. GERIN-LAJOIE: In this connection you 
refer in your brief, first of all, in paragraph l, 
to the services which are rendered by the hardware 
stores and then in paragraph 6 you say that the 
present situation might lead to another one where 


inferior goods and lack of service would follow for 
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the customer, Now, would it be your view that such 
things should not happen, and that all stores should 
offer the same service--services such as you have 
mentioned in paragraph l--and that they should also 
offer the same quality of goods? Or would you not 
conceive it as possible that, in a certain type of 
store, let us say a chain store, they would not offer 
such service? 

MR, SMITH: I would like to answer that. 

We are advocating self-service for some of the bigger 
hardware stores in this town. Now, to operate 
efficiently those self-service hardware stores they 
will have to cut out all this business of giving 
advice, and cutting glass. 

iteis: inerficient forsyou feigo toe man's 
hardware store and have him give you the service of 
cutting a pane of glass for you, because the money 
he would make on that pane of glass is not enough, 

It is inefficient for him to spend an hour and a 
half telling you how to use a certain type of paint-- 
and that is a service you cannot get from a super- 
market. Because no girl at a check-out counter can 
tell you the things you must know if you are to use 
that paint,--that is, unless you are an experienced 
painter, 

There are many services now rendered free 
to the community. You gentlemen will possibly remem- 
ber that the last four or five times you walked into 
a hardware store, the first thing you said was, "I 


have a problem." Those are the first words you said, 





ae rus 





a ay ee | 
"3 ied oe ¥- ae 7 . rae my ~~ a 
oar reek os ¥ Rich ‘om se ope - 
me Vi ca ae a iG " a5 Rance 0 ery <i) 

ate MaRee teat 


_ 






“s = A 4 P —_— 
come aun a ee te tate 8 ya 0 eas 
ip ; At 
Seotvaee pre - ; 
tas siete t eadl. St “wADEMe ah” 
_ Seggtd eit 20 40s <0 solvieg-I fee ants soovbe oe oY 
‘odianedga op .Wwolt aed eins at sotote enevinad 
yous zotote egawhrecd sokvane-Shen souls ‘qlénonatyte 
gatv ts to Seatleud ‘etat {fa tiso Yao oF ovad [Li 


-cealy gntdsyo bas ,eotvba 
eS" steer ot oy od wot xt Inaiorrteut el oT | 
1 solvase sit woy svig mld avadt nn siete otawbrad 


garom "ach senpved ,vwoy Tol seals 40 ened 2 sotttus 
Migueme tht of seuly to ong todd oo odan biuow. edt 
a bis ‘sod fe daeqe of wth Tot. snstodrent et ar, 
-~-Fuiaq: To oat Mhaduas fi pay at wort OY, wattted ted 
-tsdue 8 aor dag Jonas ver eatynoe # et stadt bos 
nao swHdasad Ju0~3 eco a 88 {cts oa 8548598 tebuie: 

: pay od pus Loy 42 woud tana soy eget ant Hoy fiev 
baonobusaxe as 868 Loy, eeoiny. .et tant-- dateg taeda 

) - todabeq 

ort berebaes voir noolvaes view oxa xed | 

Ld. @ Uky aswelines wr "daaame edt ot 








~OONOT 
ae apeotin 
ovat | H Patt evtt so uot seat os Jods med _ 
r He Bae coy, | ‘dant edd .erose otawbtad 2» 
_ sbkee wey eb fe pid ora eeost, ".woldomy © ovad 7 
: eee - 


-~3064- 


probably. Now, you are given all this free service, 
If the hardware man stops rendering that service to 
the community, and gets down to an efficient business, 
as you call it--or as other advocates of no price 
maintenance call it--may I sey that the inefficient 
stores are inefficient because they give free service 
to the community. 

MR. GERIN-LAJOIE: Should that condition 
continue? 

MR, SMITH: Perhaps they should make a 
small charge for that sort of service, Perhaps they 
should say, "Well, now, look, if you want to know 
this or to know that, I will have to charge for 
telling you." But there you would have chaos again, 

MR, GERIN-LAJOIE: You talk about cutting 
glass. Well, if they were to charge 25 cents or 
50 cents to cut glass, would that be a bad situation? 

MR, STEPHENS: I believe there is a place 
for both. There is a place for the supermarket and 
there is a place also for the corner store, the 
community store, But merchandising must be put in 
such a situation that they can at least make some 
money on it. There is no use of the corner store 
or the small merchant trying to sell things for 
less money than they cost him, just so that the big 
merchants can use the loss leader, That is the 
point. There must be some happy medium between 
loss leadering and the prices we are getting today, 
even if the margin of profit was cut. 

MR. GERIN-LAJOIE: Yes, but with price 


maintenance do I understand from you that apparently 





7 





saitelne a of 


= 





‘ue 6 Oras, \ — 


megs liga basepngEy. 
dnotottiont: et tadd yao T yau--0t ffs sonsnedatom 
soivaee sent ovta vedi eausoed imotoryient ote so10ts 
Ytlasmmoo aid ot 

nolskhads sadt bisode -mtownd-wiaae Mt 
geuntinoo 

6 ean Hiyotle Yods eqadaoy :HTIME. . 

wont uqadtedt . sotvies to dios dant tot otadts Liane 
word od draw gory ti .dool ,won ,ffew" yee biuore 
TO% eguads ot oved Lftw EX .satid word oF zo ests | 
fileys soso event blyow vox oneds tog "voy. antifed 

gdtiduo tuwode set yok = RTOUAT-wrra . am 
“oO dies 2g egzuany o¢ etow yadt If Slew eealy 
Snotieutte bed @ sd tant bfuew .eeafy tuo of sdaeo 02 

soeig 5 at eyed svotfod I ;sgEIETE . AM 
bts todvsemreqeen od to} eoaly 8 el aceiT .dtod sot 
St? onde Tefteo sit tot ogfe eoalg os et oxeri 
ai deq ed Paver gitetbrarovem tuq@ ,erote y¥ttawamoo 
odie phe: Yasol Ja aso yorlt dant notiautle s Sous 
etosa semtoOD ots to sex on al suerlT ith no Yeson 
G1 syithdd liLee of gatyr srad oven tiswe eit 0 
ihe Sri aede oe Dept (Bhai deoo yedt asit yeaom seof 
edd ed = gmebeed enor odd” seu 89 edcadoren 
oawitac nwkbem yaged amoe ed temp eted? ,¢atoq 
yabos gakiteg one ow Book oft bas yartrebsel veol 
: toe way Fon, $0 aigrem odd %2 srove 

gota tity oe est ALOLALnrago . am 





' Vidnetaqqe sant oy, sot biatesebow I ob oconsnedn tem 







~3065- 


some people pay for the service that you render to 
some other people? That is, if I go into your store 
and buy an electric kettle with a markup determined 
by the manufacturer, I pay for your overhead when 
you cut 2 pane of glass for another customer? 

MRE SMITH WWellyelInthink thats tenaediltils 
far-fetched, 

THE CHAIRMAN: You charge for cutting glass 
in hardware stores, do you not? 

MR, STEPHENS; No. 

MRS y SMET Hse i Nox 

THE CHAIRMAN: But you do charge for the 
pane of glass? 

MR, STEPHENS: Yes. 

THE CHAIRMAN: Does not the price of the 
pane of glass take care of the charge for cutting it? 

MR. SMITH: Competition forces you to meet 
other prices. And in the places where they do not 
have it--- 

MR. WHITELEY: I thought that there was a 
pane list which was generally observed, 

MR. STEPHENS » 5 Yes, theres is. 

MR. SMITH: But you must cut some glass, 

MR. STEPHENS: It would be impossible for 
some hardware stores to carry on with all the sizes 
required. You carry a 12 x 12 or a 20 x 20 and, 
invariably, when a man comes in for a piece of glass 
he wants one 13-3/4 x 1-5/8, or something like that, 
and you have to cut it for him, Nine times out of 


ten he will not ask for any stock size. And all 
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that glass has to be cut, 

THE CHAIRMAN: Is not the price normally 
set to allow for that sort of thing? 

MR. STEPHENS: The profit on glass is high, 
I will admit. 

THE CHAIRMAN: The profit is intended to be 
high enough to permit that to be done without involv- 
ing a. loss. 

MR, SMITH: I would like to answer Mr. 
Lajoie's question, Today you may buy that electric 
kettle and oe the maintained price on it. Tomorrow 
you may be the man with the pane of glass. 

MR, GERIN-LAJOIE: Quite so, and I am not 
Objecting to that. I am just asking you--and this is 
my final question on the point--whether you mean that 
the former situation is better than another one under 
which I would pay for having the glass cut. I pay 
so much for the kettle, and I am asking whether 
you prefer one situation to the other, or consider 
one situation is better than the other, 

MR, STEPHENS: I think I can answer that 
one. If you get on a bus out there and want to go 
two blocks, 1t will cost you 15 cents. If you. get 
on that bus and want to go two miles, it will cost 
you the same, 

MR. GERIN-LAJOIE: Yes, and in London, 
England, they charge according to the number of miles 
you ride. So apparently it is a matter of opinion, 

MR. STEPHENS: Yes. 

THE CHAIRMAN: I think perhaps if this dis- 
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cussion is going to proceed longer we had better have 


a few minutes break, 
---Recess 
---Upon resuming 


MR, GERIN-LAJOIE; Gentlemen, I have not 
many more questions, I wonder if you would have, 
offhand, examples of what you mentioned at the 
beginning of paragraph 2, where you say that many 
of these local merchants have discontinued carrying 
major and traffic appliences and many other staple 
lines, Would you give examples, or are you in a 
position to ao toe? 

MR. STEPHENS: Yes. The answer to the 
questionnaire will give that information. 

MR, GERIN-LAJOIE: Would you explain it 
to the Commission, please? 

MR. STEPHENS: Out of a total of 61, there 
are 95 per cent still carry traffic appliances. 

In connection with major appliances, out of a total 
of 54, there are 54 per cent. 

MR, GERIN-LAJOIE: Still carry major 
appliances. Does this mean that 46 per cent--- 

MR. SMITH: 46 per cent have discontinued. 

MR, STEPHENS: 46 per cent have discon- 
tinued carrying them, according to these question- 
naires which are all signed and have rubber stamps 
from each store, 

THE CHAIRMAN: Does that mean that they 


have stopped carrying all traffic appliances? 
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MR, STEPHENS: No, major appliances, 

THE CHAIRMAN; All major appliances? 

MR. STEPHENS; Yes, 

THE CHAIRMAN: No matter by whom they are 
made ? 

MR. STEPHENS: Yes, that is right. 

MR. SMITH: This is from all over the 
province--not just the city of Vancouver, 

THE CHAIRMAN: I just wanted to be sure 
whether they had discontinued certain lines which 
you say were loss leadered or whether they had dis- 
continued all major appliances, 

MR. STEPHENS: The question put was: "Do 
you still stock major appliances?" That was the 
question, 

THE CHATRMAN: And they are not stocking 
them at all? 

MR. STEPHENS: That is right, 

MR. GERIN-LAJOIE: And in 54 per cent of 
cases the answer was No? 

MR, STEPHENS; That is right. 

MR, SMITH: 46 per cent. 

MR. STEPHENS: 46 per cent in that case, yes. 
29 of them said Yes, and 25 said No. The percentage 
is not so high in traffic appliances. 

MR, FAVREAU: How many questionnaires did 
you distribute? 

MR. STEPHENS: 187. 

MR. GERIN-LAJOIE: And only 62 replied? 


MR. FAVREAU: That is 46 per cent and 
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54 per cent of those who replied? 

MR, STEPHENS: Yes, 

MR. FAVREAU: So that it might not give a 
quite clear picture of the over-all trade. 

MR, SMITH: Many of our people are in 
remote areas, and this questionnaire was sent out at 
the last moment upon the advice we received that 
statistics might help, and so we rushed out the 
questionnaire, 

THE CHAIRMAN: The 187 are your own members? 

MR, STEPHENS: Yes. 

THE CHAIRMAN: Do you know what proportion 
of the total number of hardware stores in the province 
your membership constitutes? 

MR, STEPHENS: Mr. Smith can probably tell 
you that. 

MR. SMITH: There are actually 380, but 
we do not have chains, We have something here that 
you do not have in other parts of Canada, in that 
we have chain hardware set-ups. We do not have them 
as members of our association; and we do not have 
department stores. Actually we would represent 
approximately 60 per cent of the independent-- 
perhaps 70 per cent of the independent hardware 
people in this province, and many of these are very 
small operations. If you want to get a list-- 
perhaps I should explain this a little further-- 
that in some remote areas hardware is handled 
through the general stores. But they are listed 


on the list of hardware people in the province, 
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But of the main-line hardware stores I would say 
there would be approximately 260--main-line hardware 
stores in the province, 

THE CHAIRMAN: And you represent 187 of 
them? 

MR. SMITH: Yes, 187. Ina place like the 
Gulf Islands, and places of that type, there are 
marine hardware,or general stores carrying hardware 
and things of that sort, 

MR. GERIN-LAJOIE: In your view, gentlemen, 
would it be possible that this abandonment of 
business in large appliances might be explained by 
the fact that quite a number of people went into 
the large appliance business some time after the 
war, when these articles appeared in great number 
on the market again? In view of the fact that 
there was apparently a large market after the 
controls of wartime, that situation developed, 

And now the situation has come back to a more 

normal situation, regarding the market, and actually 
there might be a place for a smaller number of 
dealers in such appliances, 

MR. SMITH: Under resale price maintenance 
that would not have mattered. These people were 
established, some of them for many years, and it 
would not have mattered. New companies starting 
would not have driven them out under resale price 
maintenance, 

MR. GERIN-LAJOIE: What I have in mind 
is this, Let us say, for instance, that between 
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1947 and 1951 there was an increase in the number 
of dealers by, let us say, 50 per cent, 

MR. STEPHENS: That may be granted. But, 
by the same token, there was a decrease probably of 
that amount when war was declared, or during the 
war. There were quite a number of--well, I, myself, 
for one, gave up my business to go overseas. And 
there were thousands more like me, There was less 
need of or use for hardware stores or any retail 
stores during the war, because there was no merchan- 
dise; you could not buy merchandise, 

MR, GERIN-LAJOIE: We were talking about 
percentages, Would you conceive it pasible that 
between, roughly, 1947 and 1951 there might have 
been an unusual number of dealers, due to the 
unusual market at the retail level at that time, 
and that now we might be going back to a more 
normal situation, from these two standpoints? 

MR. STEPHENS: That may apply in a remote 
way. But why is it that these people, these hard- 
ware people, have not gone out of business? They 
do not suggest they are going out of business. 

They say they are doing away with major appliances, 
They are still selling other merchandise, There 
must be some reason for that--for their going out 
of the major appliances business. 

MR. SMITH: Wwe have another answer to 
that, too. In these small towns--many of the 
replies are from the smaller cities in the 


province--there have been no new appliance stores 
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started since the war. People are very well estab- 
lished in their districts. They have gone out of 
the appliance business--and, definitely, not due 

to new stores opening and selling appliances, 

THE CHAIRMAN; Perhaps Mr, Gerin-Lajoie's 
question might be put differently, with this as a 
starter. Do all hardware stores habitually carry 
major appliances, or did they prior to the war? 

MR. SMITH: Many of these stores reporting 
that they have gone out did, sir. 

THE CHAIRMAN: What I am trying to get at 
is this: Could you say it was an almost universal 
practice of hardware stores prior to the war to 
carry major electrical appliances? 

MR. SMITH: In this province, yes. In 
Ontario I was in the hardware business for many 
years, and I know that hardware stores in the small 
towns carried appliances; but in the big cities they 
carried very little. But in this province the 
situation La dirrerent. 

MR. GERIN-LAJOIE: Gentlemen, is it 
possible in your view that the gross profit taken 
by jobbers might explain the wide difference in 
prices between the manufacturers! price and the 
retailer's price? 

MR, STEPHENS: The large profit taken? 

MR. GERIN-LAJOIE: The margin of profit 
taken, I will put it this way--I will go further-- 
what I am leading up to is this; is it possible 


that a retailer by combining with othe retailers, 
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and doing a wholesale business, might get better 
terms than through the jobbers? 

MR, STEPHENS: There is no question about 
it, that that is what it is coming to, We have at 
the present time three steps in buying--the manufac- 
turer, the jobber and the retailer. And as has 
happened in the United States, one of these is 
going to be eliminated. And, eventually, I think 
it is going to be the jobber. 

THE CHAIRMAN: It will not be the manufac- 
turer. 

MR. STEPHENS: I think the manufacturer 
is going into the retail business, or he is going 
to co-operate with the retail dealer and sell 
directly to him--or else the jobber is going into 
the retail business. That is happening in Vancouver 
almost daily. Most of the best stores today are 
lining up with some jobber, and he is buying his 
merchandise at less than normal cost. And we think 
it is a good thing for the public; we think the 
cheaper the public can buy, within reason, the 
better--but not to the extent that it is putting 
retail merchants in the position where they cannot 
give service that the public should have. 

THE CHAIRMAN: What you mean is that if 
the cost of merchandising can be reduced, then the 
price can be reduced and the public will benefit 
by lower prices and the merchant will benefit by 
a wider market? 


MR. STEPHENS: That is right, to a 
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certain extent. But if it goes so low that the 
merchant, for instance, sells a refrigerator at 
$300 which cost him $200--and this is perhaps 

&@ rather ridiculous itllustration--- 

THE CHAIRMAN; It is interesting, 
anyway. 

MR. STEPHENS: He has to cover in that 
$100 his installation and his maintenance, which 
lasts upwards of five years, If he is not making 
that money, he cannot do it. If he is not making 
money out of it, he cannot do it, 

MR. SMITH: Unless he has very exorbitant 
finance charges, 

MR, STEPHENS: Yes, unless he has got big 
money through financing. And our point is that we 
appreciate the fact that the cost of merchandising 
is going to go down, there is no doubt about that, 
and a lot of the small men in business today are 
going to go out of business, too. 

THE CHATRMAN: They always have been 
going out of business, so far as that goes, 

MR. STEPHENS: Yes. As I said a little 
while ago,when I was talking to these gentlemen 
in the hall, there are a lot of fellowswho came 
back from overseas after the last war and got 
$4,000 or $5,000 gratuity, and started up in 
business, They did not necessarily start in the 
hardware business. Some of them started in the 
clothing business; and they had no more right to 


be in that business than the man in the moon, 
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eee Mr, Stephens 


because they had not had the experience, And they 
are suffering from it, and they are gradually going 
out. And it is going to be a case of the survival 
of the fittest, And we feel it has reached the 
point with this loss leadering that even the 
strongest, and those people who have been in 
business for years and years and who do know their 
business, cannot stand up against it. And I for 
one know that I cannot--I know that I could not, if 
I was in the major appliances business. But 
I was lucky enough or perhaps I had foresight enough 
two years ago--when I saw what was happening--to get 
out of the major appliances business. I sold every 
piece of major appliances in my store, at cost, I 
could see the writing on the wall two years ago. 
I am one of the fortunate hardware men in Vancouver 
teday. “I just quit it cold. I knew it was: an 
impossible situation, and I told the rest of the 
chaps in the association the same thing. But they 
continued to struggle along, and they are sorry 
for ite I took all the money I got out of ‘the 
major appliances and put it into small merchandise, 
and I am doing a wonderful business, and nobody is 
hurting me. But if we get resale price maintenance 
pack again I am going to go back into the major 
appliances business, 
| MR, GERIN-LAJOIE: You are in the small 
appliances business? 

MR. STEPHENS: I do some small appliances 


work, but it is not large. 
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MR. GERIN-LAJOIE: What kind of business 
is it--small items? 

MR, STEPHENS: I am in the hardware 
business, JI sell more novelties, china, bolts, 
nuts--a variety of merchandise, But I have kept 
away from major appliances in the last two years. 
And I was making good money. 


THE CHAIRMAN: You are still making good 


money ? 

MR, STEPHENS: I am still making good 
money. 

THE CHAIRMAN: But not out of major 
appliances? 


MR. STEPHENS: That is right. 

MR. SMITH: But we have many people who 
have not been as fortunate and who have not been 
able to make that much, 

THE CHAIRMAN: Yes, and it is more diffi- 
cult in small towns. 

MR. GERIN-LAJOIE; I would like to refer 
to page 4 of your brief, where you mention that 
there is only a certain amount of business to be 
had. Is it not your view that there might be 
larger business to be had regarding the number of 
items to be sold if each individual item is sold 
at a lower cost? 

MR. STEPHENS: My object there is that 
if you have 100 re the same article 
at the same price, and one of those stores puts 


@ big ad in the paper--and these 100 stores are 





=a~a) % 


boog gabisn Lftte nuh we sWAMELANO SEY. alae 


full SP Yecton, 

beoy, gitdea [ikin ma I ,eMTGETS 2AM «- da : 
WOLem 20 FG fon. dud :MOMALAKD DAP o) nun o 

| vasosstiqga 

is etigtt ot tact :QWaHGe?e . AM, “yA 


wrt dil Wien oved ov dug sRVIME Jal 6. a 
need toc eved ody one otsauino2 2s. q0eed Jom. evad: 
om Jest ses ot elds 
TUR stom eh tl bre .25e¥ ;HAMATAHD BHT _-» wel 
Ne va | -atwot [Lame at tivo 
“-tyton ot ett hivow If ; SOWA Klay . aN mid 
tadt oldien soy scediw Aebead “wey te 1 egag of 
td ot seenbevd to dowoma obateso a yfno et egedt 
_ 8d, tate emosid taddd woe tuoy Joa th el. «Baul, 
24) Thani end Barbas yer bad od of eeenteud seguad 
bloe Gh mos) Lahey Ebax dame Tk Dios od ot peimeds 


Go 83a. 
sain: ios VE neiatee 
atokits oman edt gation somota OGL evad voy ‘tt. 
aig eamots ABt 29.930 bre soley ome add Y9 
one asada OO! ssadd bris~atibmeg odd ot be gtd a, 





-3077~ 
Mr. Stephens 


selling 100 of these articles a week--and one of these 
stores puts an ad in the paper at a cut price, at a 
reduced price, that he on Monday morning will sell 

100 articles, and the other 99 stores will not sell 
any. But the sale to the public will be the same, 

MR. GERIN-LAJOTE: would you not conceive 
it as possible that a person buying, let us say, a 
kettle at half-price--- | 

MR. STEPHENS: That he might buy two 
kettles? 

MR. GERIN-LAJOIE: He might buy something 
else with the difference in price, 

THE CHAIRMAN: Is it not conceivable that 
somebody who said that the price was too high would 
decide that it was no longer too high, if there 
was a substantial cut? That is, more people might 
buy, in total, than would have bought at the higher 
price, Perhaps this would not apply so much to a 
kettle, but let us say, for example, something like 
an Electrolux, something of that kind which costs 
a good deal--or a Bendix washer, That would be a 
better example, There must be a good many women 
who have thought the price of a Bendix washer is 
beyond them, and they carry on with what they have 
got--and probably they will carry on for a good 
many years. But if the price of a Bendix washer 
is reduced by one-half, to make an extreme case, 
would there not be quite a number of those people 
who would say that the convenience of it would 


be worth their putting up that much money, but that 
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it would not be worth putting up the other larger 
amount ? 

MR. SMITH: You feel that instead of 
100 there would be 120 on Monday morning? 

THE CHAIRMAN: There might be 220, I do 
not know. But if you widen the market considerably, 
there is a greater total volume of business, That 
still does not mean that you would necessarily work 
ate prorit. 

MR, STEPHENS: But by the same token if 
a& person wanted a Bendix washer and it was $200, and 
she knew it was always going to be $200, she would 
probably buy another brand at $150. 

THE CHATRMAN: That depends upon whether 
the Bendix at $200 would give her a great deal more 
satisfaction than the other one at $150. 

MR. SMITH: Possibly one of our people 
would substitute an inferior make of the same type 
or class, 

THE CHAIRMAN: What I am getting at is that 
if you can reduce the price reasonably you will get 
a wider market, That is all I am getting at. That 
is, there will be more people buying the article 
if the price is lower than if it is maintained at 
a hnigher ‘level; 

MR, STEPHENS: That is just common sense, 
yes, When this brief was written, this statement 
was made looking at it from the point of view of 
the dealers. For instance, as I said before, if 


there were 100 stores and only one was cutting the 





> a a = 


Sitar tn sta aeseume, 
| gata ykaaoW n0-0st ed Binew a at 
ob T (08S ed Wafyten ‘Btect” maMaTavo din’ © 


 itetebtance tenites add sebtw voy Tt t1@ ,woml dom 


dad? ,seetteut Yo euwlov Latod aetseta set eredd 
wow yLiuexeasen bivow voy dai? ‘Reem ton dood Lf29e 
, sttomm 8 ta 
22 moot omen at yd ty@ ;enmNIote aw 
iin ,OOS$ aow Ft hee tadesw xtboed & bednsv moeteq 2 
hivow ods ,0OS4 ed od gnidg eyawie esw df wend ade 
.0@f} ¢s basad ‘erltons yud yidadorq 
tedtedw soqy shnegeb jad? sAMATANO out ome 
eno [eb tzetg s tel ovky blvow 00gt Ja xthted sat 
-O@L4 ts ano verte eft tadd nd tdseteltee 
siqoeg to To sro yidfaetd HIME. , ot 
ages _ ant “to ian toltetet os etoditeduve bipoy 
_ | »a8ef5 fo 
todd ef ¢8 etttities ws I sary SAMnARO ane” 
toy (ilw oy ¢idenceser sobty ord copper aso Hoy tt 
wad? ste aiitteg mel ifs eh tect ,dedasa aia 
_slottee odd gntyid efyoor onom od fttw otedt . 
va sik ooe at tt at nadd ewok ek solng ads “tt 
ifover Meal 2 
ase domwes eb et taut aehanemne BO. 
 intnedats ene (ceitio sew tetae atte sedi” . 267 
ety te vii tones 38 sriisoer odie eay 
th saved ate I adn oH. atéhBeb Bits 








ois sts a ee 0 oe wate | 









-~3079= 
Mr. Stephens 


price, he would get all the business and the others 
would get none, If they all cut the price at the 
same time, then they would all still get the same 
business, Therefore it is only the man who uses 
the loss leader method who is getting any advantage 
out of this. 

MR, SMITH: You would not widen the market 
enough to make up for the cut in the price. If one 
firm advertised a low price and the other 99 came 
along and met his low price, the widening of the 
market spread over those 100 would not give them 
enough to make up for the price cut--by way of 
increase in profit by the multiplicity of sales. 

We have today a firm selling 500 washers, 500 washing 
machines, possibly; they are selling 500 today to 
make the same profit they made on 200 a year ago, 
You must eliminate somebody, so that they can sell 
the 500. 

THE CHAIRMAN: I suppose there is no 
question that if one merchant corrals a major part 
of the business, which was formerly distributed 
among a number, then the others will suffer. There 
is no doubt about that. 

MR, SMITH: Unless the others decide to 
confuse the public, as we submit in this brief--and 
it is being done every day. Confusion exists in 
advertising today. The public do not know what 
they are buying. In the old days when a man came 
in to buy a refrigerator--you may recall that a 


few years back when you went in to buy a refrigerator 
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you knew what model and what year you were buying, 
and you could compare your price and model all over 
town, But today you cannot tell. If you went out 
to buy a refrigerator today, unless you were in the 
appliances business you would not know what you were 
buying, whether it was a new model or something 
which had been left over. 

MR. GERIN-LAJOIE: Gentlemen, it has been 
said to the Commission by some retailers, particularly 
in Toronto, that the spread between the buying price 
of a retailer and his suggested selling price was 
unrealistic--that is, that it was too high. What 
would be your view on that? 

MR, STEPHENS: I made that same suggestion 
to one of the big paintcompanies not very long ago. 
The question of price cutting came: up by one store, 
in connection with paint which I happened to have 
an agency for, The manager of the paint company 
came down to see me--I don't know why--but he came 
down to see what I had to say about it. And he 
smiled when I said to him, "Your biggest trouble 
in this business is that your margin of profit is 
too high. That is why you are getting price cutting. 
The merchant can get by on less than what you are 
allowing him." He could not fathom my saying that. 
Noventaciess it is a fact. And when we suggest 
that a maintained price be put on these goods, we 
do not suggest that on major appliances it should 
be 33-1/3 per cent markup to the public. That is 


what has probably brought this about, 
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MR. GERIN-LAJOIE: But if you leave it 
to the manufacturer to determine the price, are 
you not exposed to that situation? 


MR. STEPHENS: No, because the competi- 


tion will take care of that, 
MR. GERIN-LAJOIE; That is the situation 

you had, apparently--because you have at the 

present time suggested prices. And apparently--- 


MR. STEPHENS: No: but if this was all 


; 
summed up and brought to a head I am pretty sure-- 
and I cannot say this for certain--but I am pretty 
certain that after what has gone on in the last 

few years the manufacturer would suggest a lower 
retail price than they have suggested at the 
present time. 

THE CHAIRMAN; You mean that what has 
happened since the abolition of resale price 
maintenance has taught them that lesson? 

MR. STEPHENS: Yes. I do not believe 
that the manufacturer will expect the retailer 
to make 33-1/3 per cent, for instance, on an 
article at $300. I do not think he should. 

| MR. WHITELEY: You think that competition 
that has been brought into play has demonstrated 
that you can get by on lower margins? 

MR, STEPHENS: Yes--but not so low that 
you are selling them for less than what they cost. 

MR. GERIN-LAJOIE;: That is all I have 
to ask, 


MR, WHITELEY;: Do you think, from the 
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viewpoint of the appliances trade in general, apart 
from price cutting, that the addition of very large 
items such as automatic washers and driers, and 

automatic dishwashers, and so on, would leave much 
scope for the small hardware merchant to engage in 
stocking and selling any range of major appliances? 

MR, STEPHENS: I do not think the small 
hardware merchant ever intended to sell a large 
range, I think he more or less intended or wanted 
to supply the people in his own district. I do not 
think he intended. to go out and sell anything out- 
side “his own district. 

MR. WHITELEY: But even in his own 
district, take the average consumer who is con- 
sidering buying a large major appliance, Surely 
& purchaser would not be satistifed just to go 
and look at only one item which a small hardware 
merchant could afford to carry in stock, 

MR, STEPHENS: There are usually two or 
three hardware merchants in one district. Hereto- 
fore, when they had price maintenance, you would not 
See € G.k. aud a Westinghouse in the same store as 
you do today. In those days one dealer would have 
Westinghouse and another dealer would have G.E. and 
another dealer would have Astral. The people in 
the district knew where to go, If they wanted an 
Astral they would go to the Astral people and look 
it over, and then they could go next door and 
look at the G.E. and decide on quality what they 


wanted, more than on price, 
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MR. SMITH: May I answer that? 

MR. WHITELEY: Teke even one line, Let us 
say he had a G.E. agency, and he tried to stock all 
the G.E. items. 

MR. STEPHENS: There is no reason why he 
shouid not, 

MR. WHITELEY: No, but would not his 
business be substantially larger than that of a 
small hardware merchant? 

MR. STEPHENS; No, he would only require 
one refrigerator, one of each size perhaps--or even 
one size--one refrigerator--with the features in 
literature. Probably he would have one or two 
models of one iron, and one or two hot-plates. 

MR, SMITH: I was going to say that we 
have several large hardware stores. In the small 
towns a hardware merchant is a pretty big merchant 
in many cases. He carries a large stock. Now, due 
to the fact that his vohme of business is confined 
to that small town, he is confined to--well, I 
could name a town of 12,000 population where the 
hardware merchant sells all major appliances and 
keeps a good stock, I could name some in this 
province who keep a larger stock than do the fairly 
good sized appliance firms. He is only dealing 
with a market of 12,000 people. Now, then, you 
have your city merchant who is loss leadering to 
a market of half a million or possibly more, And 
when he is advertising that he will ship anywhere 


in the province, he is marketing to a market of 
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1% million, He could then go out and take that 
whole market, where the man in the small town is 
confined to his own market. He cannot possibly 
get the volume to make up for the loss in price, 

MR, WHITELEY: But the point I am getting 
at 1s that if a hardware dealer really wishes to 
deal in appliances, he must then enter into that 
field in a pretty substantial way. 

MR. SMITH: In a small town the hardware 
dealer is the appliances dealer in most cases, 

MR, WHITELEY: And his inventory of 
appliances might be equal to or greater than his 
inventory of hardware. 

MR. SMITH; Our own Premier, Mr. Bennett-- 
and I will quote his store because I lived in that 
town formerly--I would say when I lived in Kelowna 
Mr. Bennett was carrying possibly a stock of $8,000 
or $9,000 in appliances--which is quite a bit for 
a small town appliances store, That was just in 
straight appliances. I would not like to quote 
his name for the record, possibly, but I would 
state that, 

And now, in the small towns we have many 
hardware stores with as high as $150,000 stock, 

We have some big hardware stores in the small towns-- 
bigger than they are in the city of Vancouver, 
sometimes, 

MR, WHITELEY: Well, that more or less 
makes my point, 


MR. SMITH: But they are forced out of 
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business because they have not got the large market, 
Even with their ability to stock the big stock they 
are being forced out because of this loss leadering 
to a large market. They cannot loss leader them- | 
selves to a large market. They have only their 
12,000 population in that town. I submit that. 

THE CHAIRMAN; They have a relatively high 
investment, and that portion of the overhead of doing 
business which is related to the capital invested in 
the appliances is relatively high, as compared with 
the stores in the larger cities. Therefore their 
margin has to be higher, I suppose, 

MR. SMITH: That is right, and they only 
have 12,000. A firm in a small town cannot merchan- 
dise like a man in a large city. But if a man ina 
large city is advertising in--well, perhaps I 
should say that our case in British Columbia is 
different from the rest of Canada, in that we have 
a scattered population, a population that is 
scattered in remote areas, 

We have the large newspapers in Vancouver, 
but we have no large newspapers outside of our local 
newspapers in the interior of British Columbia. We 
just have our large newspapers in Vancouver, and 
they go up to the interior, Tomorrow morning the 
residents of Kelowna will get today's Vancouver Sun 
or today's Vancouver Province. The resident of 
Kelowna will see these big loss leader ads asking 
him to write in, that they will ship anywhere in 


the province, His local dealer cannot get the huge 
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volume and cannot possibly hope to compete with that 
price, no matter how efficient, how rich or how large 
a stock he may carry. 

MR, WHITELEY; Have you many instances of 
these large dealers in the outside towns who have 
abandoned the appliances field? 

MR, SMITH: Yes. They have not abandoned 
it. I have not taken them in that classification. 
But I have one in a small town outside of Vancouver 
who shows a 95 per cent loss in major appliances in 
the last year, 

MR. WHITELEY: But what about the ones who 
are not adjoining metropolitan areas? 

MR. SMITH: This man is about 70 miles from 
the metropolitan area, 

THE CHATRMAN: What do you mean by a 95 per 
cent loss? 

MR, SMITH: His major appliances business 
is down to the extent of 95 per cent. 

THE CHAIRMAN: Reduction in business? 

MR, SMITH: Yes--"Do you still stock major 
appliances? No." 

MR. WHITELEY: Have you any idea of the 
volume he had in that field? 

MR. SMITH: No. But this gentlemen is 
quite prominent in his community; and I can assure 
you that he is wealthy enough to stock a large stock, 
if he istioa to, His father practically founded 
the business, and he is very prosperous, 


THE CHAIRMAN: He would not stock much--- 
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MR, SMITH: He had a good stock, I 
recall when calling on him a couple of years ago 
that he stocked quite a large stock. He operates 
a large business in Mission City, to name the 
place, 

THE CHAIRMAN; That means that he has 
abandoned large electrical appliances? 

MR. SMITH: Yes, absolutely. He states 
right here in this statement: "Do you still stock 
major appliances? No," 

MR. GERIN-LAJOIE: That is a reduction of 
100 per cent, not 95 per cent. 

THE CHAIRMAN: By his choice; but 
apparently 95 per cent reduction before he did that. 

MR. SMITH: Yes, before he made his own 
choice, 

THE CHAIRMAN: Do you know whether many 
major dealers, large hardware merchants, in other 
comparable towns and smaller cities have gone out 
of the business entirely, or are those who have 
gone out of the business mostly smaller merchants? 

MR. SMITH: We did not divide the replies 
that we received in that way, and I am unable to 
inform you. However, for further information, we 
could get that information, if requested, and make 
a survey of that type of dealer for you. 

THR CHAIRMAN: It would be merely to get 
the picture as complete as we could have it, 

I believe that completes all the ques- 


tions we have to ask you, unless Mr, Gerin-Lajoie 
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has something further, 

MR, GERIN-LAJOIE: No, I have not, Mr, 
Chairman, 

THE CHAIRMAN: Then, gentlemen, we express 
our appreciation to you for your brief, your 
attendance this morning, and the very fair and 
frank way in which you have answered the questions 
put to you, We will consider your brief and the 
statements made, in conjunction with all the other 
information we have. Finally we will endeavour to 
come up with an answer--but we do not know just what 
that answer will be at this stage. 

As we have nothing further for today, 


we will adjourn until tomorrow morning at 10 o'clock, 


-~-Whereupon the hearing adjourned until the follow- 


ing day, Thursday, July 8, at 10:00 a.m. 
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RESTRICTIVE TRADE PRACTICES COMMISSION 


IN THE MATTER OF 
an Inquiry 


Regarding Loss Leader Selling, 


GENS 
Hearing held (in public) in room 414, The Court 


House, Vancouver, British Columbia, July 8, 1954 


eaents wane 


PRESENT; 
GC. Rhodes: Suilth, e2C. M.A. poe. yee ue 
Chairman 
Guy Fevreau, 0.0. pi Aw, Ulnba 
Member 
AY S. Whiteley, B.Ay; MAL, ; 
Member. 
By eae 
APPEARANCES: 
Mr, Paul Gerin-Lajote Counsel for the Commission 
Mr. R. M. Davidson Secretary to the Commission 
a Ons 
REPRESENTATIONS; 


By Mr. Alex Forst, Vancouver, 


ae 


THE CHAIRMAN: I understand this morning, 
Mr, Forst, that you wish to make a presentation, I 
gather, on behalf of your own organization; is that 


correct? 


MR. FORST: Yes, in a sense it is; but it 
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is more in the interests of electrical merchandising 
in general, Because I do not think we as retailers 
really require protection in that sense of a list 
price, you might say. It is just more of a general 
viewpoint on the matter of what has occurred to the 
electrical appliances business, Naturally it has 
an effect on other firms, and it has an effect on 
our sf irn., 

THE CHAIRMAN: Have you a brief? 

MR, FORST: I submitted a brief. 

THE CHAIRMAN: Perhaps you submitted only 
one copy. 

MR, FORST: I should have given several 
copies, 

THE CHAIRMAN: We do not have any before 
us. So if you are dealing with it, perhaps you 
might go slowly so that we will be able to follow 
you, 

MR. FORST: Yes. Do you wish me to read 
it? 

THE CHAIRMAN; That is the best way, and 
then you can make comments as you go along. 

MR. FORST;: As I said earlier, the purpose 
of my brief is to outline what has occurred to 
merchandising since the abolition of fixed pricing. 
The removal of the aforementioned restraint has 
provided an opportunity for some manufacturers who 
are not too much concerned with ethics to intro- 
duce a form of "gyp" manufacturing with no 'bervice 


policy" and, of course, no spare parts. That has 
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occurred, I think, in the east, and has occurred 

here where a manufacturer just gets started on a 
shoestring with the idea of getting in on a lucrative 
business in a hurry. And some merchants, either 
advisedly or otherwise, have fallen alongside with 
it, because there was an opportunity there to make 
more profit, because of the list price of merchandise 
having been cut to the point where there was no 
profit in it. To some degree that has developed. 

I would not like to say, for sure, that that was 
caused by the lack of profit or the cut prices in 
list price merchandise, but it certainly has 

occurred in the last couple of years, 

THE CHAIRMAN: The legislation abolishing 
resale price maintenance would hardly affect a 
manufacturer who wants to set a price for his goods 
that is very low. 

MR. FORST: Let me give an example. Say, 
for instance, the margin of profit on a well known 
product, General Electric, for the sake of argument-- 
because it is better known than most others--that 
the list price was reduced so low, due to competitive 
conditions--that is, the going price--and remember 
that the list price is developed whether the manufac- 
turer sets it or not, The dealer sets it, finally. 
We do not know where it is from day to day. 

But let us say it becomes unprofitable 
for a merchant to handle it. Then the merchant 
might look for something else. He might look for 


some unknown brand on which he could make a profit. 
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It might sell at the same price as a known brand, 
or more or less; but there he does make a profit. 
It does give an opportunity for someone to get in 
there, possibly; whereas, if there was a reasonable 
amount of profit on the known brand of merchandise, 
they would not go for this unknown brand, I think 
that has developed, 

And you must remember another point, that 
many large retail organizations are as accepted 
nationally as manufacturers. And if a well known 
retailer either in a local area or nationally 
recommends a product, sometimes that has as good 
a name as a national product, he can control that 
product, and get his normal profit. Because he 
might have control of the manufacturer, in a 
particular instance, or he can at least set the 
price where he can have it made to his design, 
and so on. That is the point I am getting at 
there--the point I am trying to make. 

In other words, the nationally owned 
product is sacrificed because the merchant can get 
another product on which he can make a larger profit, 
because he can control the price. Because he has 
it alone--and there is no law to prevent him from 
doing that. 

THE CHAIRMAN: If the other product is as 
good and he can obtain it for less, perhaps the 
national manufacturer should learn something. 

MR. FORST: That is true, But, unfor- 


tunately, I think the experience is that it is not 
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as good, 

Another thing that has occurred, or that 
could occur--and has occurred to some extent--is 
something along the same lines as the first statement 
I made; and that is that there might be an inclina- 
tion to import goods. Again, you could import 
exclusively; and this has been done before, of course. 
But there might be a tendency to do it in greater 
quantities--and again for the same reason, In other 
words, you might be able to import a certain line 
from the United States or from some other country 
where you might have the exclusive right for an area 
or a country, and you might set your own list price 
again. And again you might make a normal profit. 

But that would be at the sacrifice, you 
might say, of the Canadian manufactured lines. That 
is along the same lines, only it is another possi- 
bility. 

A practice which has been carried on by 
retailers, I am quite sure--because I see it in ads 
from Toronto to Vancouver--is a matter which I 
call footballing a known line--a well-known line-- 
and advertising this line. And then, because of 
the lack of margin of traffic in it some dealers 
will then try to coerce a customer into buying 
something else in which he has at least a normal 
traffic. And I am sure that is going on. 

For instance, a dealer could very well 
get hold of some well-known line of goods, and he 


might have only two or three of them, He would 
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advertise them--advertise that he has this famous 
make of refrigerator or of television sets, if you 
wish, But he would not sell those--or, at least, he 
would try to avoid selling them. He would sell some- 
thing else, In other words, the whole matter of the 
consumer being better off is eliminated there 

because he is not any better off, because he is 
buying something on which he is paying the regular 
traffic, or even higher than the normal traffic. 

The dealer is taking advantage of the manufacturer 
who is trying to maintain a decent level of manufac- 
turing, or a decent level of pricing for his products. 
But he is taken advantage of by this unethical dealer. 

THE CHAIRMAN; Is it not true that 
dealers have always done a certain amount of that 
kind of thing? 

MR  PORST? 8 esr, 

THE CHAIRMAN: They have advertised goods, 
perhaps not solely with the idea of selling those 
particular goods. 

MR. FORST: That is right. 

THE CHATRMAN: But when people come in they 
show them various other things which may be better 
from the point of view of the dealer. 

MR. FORST: I think the tendency, though, 
is greater now than it was before, 

I put it this way, that the reason for 
doing it is greater, And let us give another 
example. Before the war and right after the war 


there was a great deal of advertising in the newspapers 
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of nationally known lines at regular prices, with the 
idea of promoting those lines and pointing out the 

value and the desirability of owning that particular 
refrigerator, or electric washing machine, and so on, 

These were national lines, and a lot of 
business was developed through that in a normal and 
orderly manner. Today if you pick up a newspaper-- 
well, I do not think you can find a national ad by 
a retailer for the simple reason that there would be 
no point in advertising a nationally known line at 
the regular normal markup, when you do not know what 
the price is going to be the next day. 

5o there is no institutional or promotional 
or intelligent advertising going on now. It is only 
a matter of who has got the biggest price figure, 
and who has got the lowest price figure--the biggest 
in type and the lowest in price, 

MR, WHITELEY: That is when price is men- 
tioned. 

MR. FORST: It is the only time they run 
ads--when price is mentioned. 

MR. WHITELEY: I seem to have seen a number. 

MR, FORST: There are comparatively few of 
them, From what I have observed--and I am thinking 
of Toronto, which I think has about 40 per cent of 
the market--and Vancouver, where our own market is 
concerned, and where there are a lot of national 
ads--and where we, our firm, ourselves, have run 
national ads, and advertised goods, not entirely 


for the price but on the basis of merit of owning 
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that product. Today, to a great degree, that has 
disappeared, 

THE CHAIRMAN: The manufacturer still does 
some of that. 

MR. FORST: Some, but not as much as he 
did. But he does some, The dealer does not do any, 
I should not say he does not do any, but he does a 
very limited amount as compared to what it used to 
be. There is some done, but I would say it is 
probably less than 25 per cent of the proportion of 
advertising of appliances, 

THE CHAIRMAN: I suppose they concentrate 
on price in the advertising? 

MR. FORST; Yes, that is right, 

MR, CHAIRMAN: And that is the thing to 
which public attention is directed, 

MR, FORST: They do not advertise on the 
desirability of owning a product. As you say, they 
leave that to the national advertiser, to the manu- 
Pac turer 

THE CHAIRMAN: And they act on the 
assumption that most of the nationally advertised 
products are so well known that they do not have 
to tell the people how good they are, 

MR, FORST: I think that is a false assump- 
tion, I am afraid. You have to keep selling them. 

Then, another thing that was mentioned the 
other day was that while some stores are showing 
cut prices, they have various ways of increasing 


their profits by increasing interest charges over 
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what was normally charged before the price regula- 
tions were taken off, 

THE CHAIRMAN: Mr, Forst, there is one 
thing we would like to go into a little further, It 
has been said several times that exorbitant financing 
charges probably made up to the dealer what he loses 
in price, Have you any idea how much the financing 
charges have been increased? 

MR, FORST: I notice it was published in 
the newspapers the other day. I do not know whether 
it is going to be favourable to the matter of 
increasing business; because I imagine it might 
scare some people off, if they wanted to buy some- 
thing and realized how much those charges have been 
increased. I think there has been a general increase 
of from two to four per cent, 

THE CHAIRMAN; That would not take off 
anything like the benefit of a cut of $150 on an 
appliance, would it? 

MR, FORST: Well, I do not think the cut 
has been quite that great, 

THE CHAIRMAN; The advertisements have been 
that great. 

MR. FORST: Yes; but those cuts in price 
have been due, not to the fact that price lists were 
removed but due to the fact that there has been over- 
production in some lines and due to the fact that 
new lines were coming out, new models were coming 
out. In many of those cuts that you saw, that you 


noticed--many of them were done by agreement with 
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Seg Mr. Forst 
the manufacturer because there was a matter of 
moving the merchandise. 

THE CHAIRMAN: But an increase in financing 
charges of two or three per cent on an item costing 
$500 would only be from $10 to $15, 

MR, FORST: Yes, that is right, at a year 
or &@ year and a half or two years, But you would 
find in the final analysis on bigger appliances that 
that probably was about the relative reductions, too, 
or somewhat relative--or maybe a little more. But I 
think there is also a mistaken view that everything 
was sold at list prices before, I can assure you 
that they were not, 

THE CHAIRMAN: We have had some evidence 
of that kind, too. 

MR, FORST: I do not mind telling you that 
we were one of the ones who were not. 

THE CHAIRMAN: We have yet to find anybody 
who insisted that he always did sell at list price, 

MR. FORST: I think comparative savings 
were somewhat relative to the increase in rates-- 
probably a little more, but not too much more, 

T think also I mentioned the other day 
that the public does associate price with quality 
to some extent, I remember years ago when one 
washing machine sold for considerably more than 
another one; it might be better in quality but it 
certainly did not give any more service to the 
customer. Yet I think that washing machine had a 


particularly good sale for the simple reason that 
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the price was higher, rather than lower. Our company 
did not handle fee particular washer at that time. 
But I know we were always bucking up against it; and 
one of the biggest reasons people had for wanting 
to buy that one was not because it was better value 
but because it was obviously better quality because 
it was a higher price, 

| I think people do associate quality with 
price; and, although I do not know if that is too 
much of an excuse for having high prices, I do 
feel that people lose faith in everything they buy 
when they do not know what the price is going to 
be next day. And I wonder if it does deter people 
from buying things, or that they might even buy 
something else that is less known, if. the price 
was higher, Strangely enough, I think that is the 
fact, 

THE CHAIRMAN: Would you think that the 
uncertainty that you speak of would have a greater 
effect in persuading people to put off purchasing 
or to refrain from purchasing than the lower price 
would have in the other direction, that of encourag- 
ing them to buy? 

MR. FORST: It is pretty hard to say. I 
feel that the volume of business, and certainly the 
volume of profit would be greater--but the volume 
of business would be pretty relative today, if we 
left the list price on, I do not think the volume 
of business has been increased to any great extent, 


to any degree, 
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, THE CHAIRMAN; Would you not think that 
& number of people have purchased goods because they 
had reason to think that the price was a good deal 
lower than it had been previously? 

MR. FORST;: There has been a tendency. 

THE CHAIRMAN: And that those people would 
not have purchased if the price had remained up? 

MRe: FPORST: 1 think that iis a fact. But 
I think it is due to the fact that in most cases-- 
and I am thinking of the bigger ticket items such 
as refrigerators, electric ranges, television sets 
and so on--that in those cases the cost prices were 
reduced, in most cases where that occurred, commen- 
surate with the selling price. The margin of profit 
was somewhat similar to what it was previous to the 
removal of Jist prices. 1 do not think there is too 
much doubt that a temporary increase of sales has 
taken place, particularly in small table appliances, 
due to the fact that they have been sold at such 
& low price, 

THE CHAIRMAN: Do you mean that on the big 
appliances that, generally speaking, the reductions 
in price--that is, in retail price--have been parallelled 
by reductions in prices that the manufacturers charge 
the dealers? 

MR. FORST: To a great degree, Certainly 
advertised prices have. 

THE CHAIRMAN: Why have the manufacturers 
reduced their prices to such an extent? 


MR. FORST: I do not know the exact reason, 
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but I must assume that they have been overstocked, 
Manufacturers do not reduce prices for instance, on 
refrigerators, in March or April, or even in June, 
But they usually start reducing about July or August. 

MR. FAVREAU: Before the next model comes 
out? 

MR. FORST: Yea, 

THE CHAIRMAN: Have you any means of knowing 
whether they are influenced at all by the fact that 
some retailers were slashing prices? 

MR, FORST: They have never given that as 
&@ reason, It has always been based on quantity 
purchasing, which we have taken advantage of in our 
own particular firm, 

THE CHAIRMAN: You eins specific informa- 
tion to indicate that? 

MR. FORST: No; and, incidentally, oe. 
particular factor is not new. We have been in the 
appliances business since 1930--or perhaps a little 
later; 1932--and the same situation has arisen 
almost yearly ever since we started in business, 

THE CHAIRMAN; That is, the manufacturers 
on certain occasions have cut their prices? 

MR. FORST: Yes, and the price has been 
reduced usually to take care , in some ratio, with 
the cost price, 

But I should add here that manufacturers! 
prices in some cases--and I am thinking more 
particularly of smaller items such as kettles and 


irons and so on--have not been reduced, And in some 
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instances--well, I see a price here of $8.25 and 

I enclosed one of $7.75, on a kettle--that is 
approximately the cost. And if anybody can sell 
good at cost, and pay his light and his rent and 
his telephone bills--well, there is something going 
on, 

But in those cases the manufacturers! 
prices have not dropped, and there the retailer has 
borne the entire brunt of the reduction, which has 
reached the point of no profit--or, at least, that 
is so with most of us, Some retailers may have a 
secret buying agency which has not reached us, but 
& €O. not think go. 

THE CHAIRMAN: Your view is that that is 
the situation of prices being reduced to the point 
of no return, as Mr. Favreau suggests--that it 
applies mainly to the small appliances? 

MR, FORST: Yes. 

THE CHAIRMAN: And that in the large 
appliances field the reductions in retail prices 
have been parallelled by reductions from the 
manufacturers, and that the same situation does not 
exist in the. twostte lds? 

MR. FORST: That is right, not in the 
same degree, As I said before--and do not misunder- 
stand me--I do not say there are no reductions in 
major items, and where there was not any reduction 
at the manufacturer's level. But that has occurred 
for years and years and years, And I do not think 


the manufacturers could control it. They do not 
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control it in the United States where they have a 
Fair Trade Practices Act. 

Let me stress here that it is my conten- 
tion, and I do not doubt that the point would be 
amply borne out by impartial investigation, that 
legitimate--and I stress the word "legitimate"-- 
merchandising has been carried on at much the same 
level as heretofore, yielding approximately the 
same margin of profit. But that items which 
previously had 4 listed price have lately been 
offered at ail kinds of absurd prices, and used in 
the main as bait or premium items with the object 
of luring customers into the store. Thus no new 
method of merchandising has been evolved and all 
that has been done is to offer, as stated before, 
items formerly having a list price at less than 
cost. 

It is submitted that the lack of profit 
resulting from such merchandising must be made up 
elsewhere, and either added to the price of other 
goods or in some form of hidden charges, 

If I may comment on this, I personally 
feel that a reputable manufacturer and his dealers 
are entitled to some protection against what might, 
without trifling with the truth, be termed unethical 
promotion, And I might add that, to my personal 
knowledge, many dealers formerly handling this 
type of merchandise have now ceased to offer it 
for sale, and have kept such under the counter, 


In other words, if there is no profit in 
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it,.at- all,,.then.iteis pretty logical, that.a.lot of 
merchants will not promote the item any more. They 
will just keep it under the counter and, if a good 
customer asks for it--sure, they will give it to him. 
But they will not try to sell it. And, although I 
am not here to protect the manufacturer, it does 
affect the manufacturer which, in the long run, puts 
our economy in a rather bad situation, If people 

are not going to promote merchandise any more, it is 
not very helpful. 

It is quite understandable that if a manu- 
facturer found he could sell more of his merchandise 
on this give-away plan, he would be only human were 
he to do other than favour it. since, after all, he 
is interested mainly in volume business, But I 
stress that the manufacturer knows, as we all do, 
that these give-away gimmicks will soon lose their 
attraction. 

For instance, a Jdarge dealer like ourselves, 
there is nothing to prevent my putting on kettles 
tomorrow at $4.95. Why should I not? I am going to 
lose money anyway, if I sell them, so I might as 
well lose another hundred or two. So there you are; 
where is the bottom? 

THE CHAIRMAN: The bottom is when you 
give them away for nothing, 

MR. FORST: Yes. The legitimate outlets 
will be gone, his whole dealer set-up will be lost, 
and it might well take him years to build up anew-- 


if, indeed, it were possible to rebuild when once 








os sa vilealiga aie belek ot ‘ab 
yout 2108 UIA sieHE ext edowong Jon Eitw staadorem 
goog 8.%t Baw aadauoo edt neta 42 goed Sout Ltty 
ati od tt evip rthw qorts (omye-—tt Tot eles romod 2x9 


I dguodd la < Sard .tE Elae o¢ Yat Jon ftw yout Fyr 
sob It «Tonard os aneeer arid Soatony og sted Jom ma 
stu mua gaol edd at dott neurdostuna add Jo9T'ts 
alqoeg 4% ,ottautte hed tater 2 at yiogese wo 

et of er Wits setinadonen ral od yates Fon ets 


. fe qgiert TIOV gon 


wits a tt dadt eldebusietebay stiue ef JT 
sutioadores etd ‘to even Ifse hives ont hemso't comstoe't 
ettew memo ytero ex blaow ed .aefa yake-ovig edd mo 
et ,ffe rod ts: ,Sotte FL wwoyst oats seddo ob oF on 
i duh, weortteud owyfov nt yoke had sovatat at 
,ob Lis ew a6 awons torn on ius ott tadd eeonrve 
‘tied eeol moce iLtw avolamty yewe-evig everitd tadt 
.ooltosriia 


bet Bawens emits «sizo0h exrtal a ,eonasgant tof 


eoltted ao gatidug w taeverg of aniddon ef etodd , 


of gate, ma I tion T bivoste “dW 2, Ae ta worromos 
es sigia IT oe ,meadt [fen I tf .vewuts yesow oaol 
;Smn yoy oredy o& .cws to hechoud sediope ezof Ilew 
7 ocr ee 

—_ mony bas satsod ‘ed? =; WAMICLAND ant 
mien “oT Yewa nied! evig 

steltua odmutd ty0! os? .eeY :TEAOT , mu 
.tael of Likw q-tos rolseb ‘slow etd .onog od [ftw 
--wene qd Ditud of xsoy abt exes flew ddgtm #2 base 


MF td nds 
sono aad Bétudon 04 stdbscog oxow' 31 _boobat tt 





-3105- 
Mr, Forst 


the confidence of the buying public and ethical 
dealer alike have been lost. 

I understand the manufacturers are against 
this matter; and I think they are taking the right 
stand there--that the manufacturer does not like 
the idea of his product being sold at less than cost. 
Because I think he must feel that it is a short-lived 
proposition. 

I sincerely believe that if more . modern 
and streamlined selling is developed, progressive 
manufacturers and their dealers will be the first 
to adopt them; for, after all, the. net profit is, 
in the final analysis the paramount consideration, 

We are all interested in selling goods; 
and if we can sell them at a lower cost and get the 
margin of profit down, we are all going to strive 
for that, both the manufacturer and the dealer, 

The margin of gross profit, prior to the 
restriction imposed by list pricing, was about the 
same as on other goods having similar selling prices, 
In any case, whether it is on appliances or on clothing 
or on furniture, the margin of profit in Canada was 
pretty much similar, and list prices were never any 
higher, in relation to list prices--were never any 
higher than the average markup on other goods. [I 
would say they were probably a little lower in many 
cases. Therefore the list price was not a profiteer- 
ing angle. It was just a matter of giving orderly 
merchandising, because the markup on other goods was 


comparable, 
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THE CHAIRMAN: Your belief is that list 
price markups were never fixed with the idea of 
ensuring sufficient returns so that nearly all 
dealers would be able to handle it, including those 
who were not too efficient? 

MR, FORST: I do not think so, You could 
say that a lot of merchants are not too efficient, 

A lot of merchants go out of business, 

In fact, I guess most of them eventually go out 
either because of bankruptcy or because they could 
not make enough out of it. But the markup of 
profit, whether a large organization or a small 
store, is pretty much the same. The big store's 
advantage is that, usually, they can buy cheaper, 
and they get advantages that way. The small store 
on the other hand can operate a little cheaper, 
and so he balances it off. 

But the markup on goods generally, whether 
list price merchandise or whether it was without 
list price, is usually somewhat similar, although in 
some cases list-price merchandise is lower. Let me 
give an example in the United States. The markup 
in the United States in furniture is considerably 
higher--almost double, as a matter of fact--what 
it is on appliances, In fact, many furniture stores 
in the United States would not even handle appliances, 
for that reason. They could not make enough markup. 
And in the United States the furniture stores do 
not touch appliances, They do it only as a con- 


venience--because their markup on appliances was 
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much lower--because of the list price, not because 
of a lack of it. It was because of the list price. 
But on furniture, where they had an open field, and 
where they could place their markup wherever they 
pleased, or whatever the traffic would bear, they 
had a much better markup. It is true, it might have 
cost more to sell furniture, for various reasons--it 
might have cost more, I would not like to argue 
that point, But the fact remains that the list price 
was not higher, In fact, in that country it was 
considerably lower, The margin allowed on the list 
price is considerably lower than the margin on other 
items which the stores were carrying. 

THE CHAIRMAN: From what I have seen--not 
in the appliances field, but in some other fields-- 
supply-house advertising which would show the list 
price of the retail sale, and the price to the 
dealer, puts a great deal of emphasis on "your 
margin, so much", 

MAY FORST: Yes" 

THE CHATRMAN: And the impression that I 
got from reading such advertising was that the 
dealer was being shown how big the profit would be 
if he handled those goods, and handled them at the 
list price, Now, I have seat that in some lines, 

MeV ProRer: “Yess 

THE CHAIRMAN; I have not seen it in con- 
nection with the appliances field. But I was 
wondering if you had run across an experience of 


that kind, yourself. 
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Mr. Forst 


MR. FORST: We usually get some kind of 
catalogue from the east showing the profit, or showing 
the price that they ask, which is about the same as 
we are selling for. So we are not interested, 

THE CHAIRMAN: That is in the appliances 
field? 

MR. FPORST: Yes); I think there Is in some 
things, i often wonder, though, if a dealer finally 
realizes that profit. 

MR. WHITELEY: Have you any comment on the 
view expressed before this Commission that if resale 
price maintenance were restored a manufacturer would 
approach the establishment of list prices much more 
realistically and by a narrower margin than he did 
in the past. 

MR, FORST: It seems to me that in most 
cases they were fairly reasonable in the past. As 
I say, list prices before showed a margin of profit 
somewhat comparable, I am speaking of appliances, 
because I think that is our subject for discussion, 
They showed a margin of profit somewhat comparable 
to what they were on other goods of a similar nature. 

MR, WHITELEY: But the view expressed by 
certain other persons who appeared is that the 
experience since the removal of resale price main- 
tenance has indicated that that margin could have 
been smaller, 

MR. FORST: Could have been smaller than 
it was? 


MR, WHITELEY: Yes, 
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Mr. Forst 


MR, FORST; Well, it does not seem to be 
the experience; because if it was, then why would 
not a dealer sell other goods without list prices 
at a lower margin of profit--which they do not do, 
And I am speaking generally--I do not say that some 
dealers do not and that some do, 

THE CHAIRMAN; We had one association of 
dealers who, at a meeting, passed a number of resolu- 
tions, the first of which was a recommendation to 
the manufacturers to get their markups on a more 
realistic basis, because they felt the very large 
margins that they were allowing were an encouragement 
to price cutters. 

MR. FORST: That 1s right. J will sey that 
before the war some list prices got out of hand, in 
relation to cost prices, But our company, for one, 
never, never, never got those list prices. In. fact, 
we never advertised those list prices, 

THE CHAIRMAN; May I ask, what is the value 
of resale price maintenance, then, if you say you 
never got it? 

MR, FORST: I am speaking of one particular 
item. In that particular case we never got it. Asa 
matter of fact I might even say that when the manu- 
facturer insisted that we get it, in our particular 
case we returned the merchandise. We said we were 
not going to perjure ourselves, even for them, in 
attempting to get it, Because we felt, as you said 
just now, that the list price was unrealistic. 


But here was a situation that occurred in 
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Mr, Forst 


those days, that there was in connection with this 
particular line of merchandise, the matter of trade- 
ins, The market was saturated, and almost every 
deal brought in a trade-in. So we automatically 
allowed an additional 10 per cent for the trade-in 
above its true value, right away, as a sort of 
automatic premium, you might say, to the customer, 

The only problem we were faced with was 
with the customer who did come in and did not have 
a trade-in. What did you do then? You must treat 
him unfairly, or give him a 10 per cent reduction, 
In our case we always gave a 10 per cent reduction, 
I do not know whether other firms operated on that 
basis or not. Maybe they got the full profit, I 
do not know. But I will agree that if list prices 
are unrealistic, they defeat their own purpose. 

THE CHAIRMAN; Yes, I think everybody 
agrees with that. 

MR. FORST: But since the war I must say 
that I think they have been fairly normal. 

THE CHAIRMAN: And from what you say, I 
gather it is your opinion that in any field where 
trade-ins are common, list prices are not and cannot 
be strictly enforced? 

MR, FORST: No, they cannot be enforced, 
Because what is a trade-in worth? Every dealer will 
have a different conception of its value, of course, 

THE CHAIRMAN: Yes; and a dealer may not 
care very much whether the value is really there or 
not. 


MR. FORST: That is right. We would be 
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Mr. Forst 


absolutely frank with our customer, We would tell him, 
"Your trade-in has no value at all to us, frankly; 

but we will give you a 10 per cent Enaetede trade-in,” 
In other words, if an article sold for $200, we would 
say, "Here is $20. We do not care whether we even 
pick up your trade-in. We will get it out of your 
way, if you want us to; but we would rather not, 
because it has no value to us," 

we used to allow it to them, anyway. I do 
not think any merchant is a good Samaritan. It was 
due to competitive conditions, partly. But on the 
other hand, I think every merchant wants to get 
business, and one deal is not the last deal. And I 
think we are all anxious to give our customers a good 
bargain, The better value we give ot commensurate 
with final--even if it is a narrow margin of profit-- 
and, incidentally, I saw Safeway's net profit, and 
I am rather envious, I must say--commensurate with 
net profit, in the final analysis, if you are going 
to stay in business, is a good deal. And I do not 
think that legitimate dealers are going to try to 
stick their customers. 

Even if you could get that extra $20 or 
$25, you would not get it anyway. You would say to 
your customer, "I am giving you something because 
I can afford to give it to you." And, naturally, 
that customer is going to come back, because he 
will feel that you are treating him fairly. And I 
think other merchants do likewise, They would have 


to, if they intend to stay in business. 
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Mr, Forst 


Does this not prove that the list prices 
were fair and that if selling costs could be pared 
everyone in the industry would jump at the chance, 
since uniform lower price means greater volume of 
sales and more profit. 

I think we are all striving to get prices 
down, The lower we get the prices, the more goods 
we will sell, The first thing we do, when we get 
hold of the manufacturers, is to try to get them 
to put the list price down--not up. Because if the 
list price is too high, nobody will buy anything. 

All this was indicated here the other day, 
some dealers say that they can sell at much lower 
gross margins than under previously accepted practice. 
It would be safe to say that such dealers as make 
this claim are comparatively new to the business, 
and many of them are not giving full service and do 
not back up the products they sell. 

Another said that one dealer in Toronto 
advertised, "Do not come to my store, at all. Come 
down to the freight yard." The customer was 
supposed to come right to the freight yard and take 
it away, in the crate, Maybe he can sell cheaper 
that way, I do not know. 

THE CHAIRMAN: It should be cheaper, You 
would not have any store, if you operated that way. 

MR, FORST: Yes--the way he is suggesting 
he is operating, anyway. 

THE CHAIRMAN: If he could operate that 


way, he would not need floor space, 
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Mr, Forst 


MR, FORST: No. Down in the United States 
the department stores found that they were acting as 
show-rooms for these so-called discount houses. The 
point is that the department stores in some cases 
have thrown out the department. So now the discount 
houses have it all to themselves, After all, they 
were doing all the selling--and the discount houses 
are now getting the benefit, if any. 

THE CHAIRMAN: I suppose if the discount 
house got all the business, they would still find it 
profitable, 

MR. FORST: Yes, that is true. 

THE CHAIRMAN: If everybody else got out of 
the business, 

MR. FORST: Yes. Such merchants are 
cashing in on a created demand and when they, like 
others, have to create a desire for ownership among 
the buying public, then costs will go up in sympathy. 

In other words, if they have to do selling 
and give service and proper delivery and, incidentally, 
pay reasonable salaries to their staff--that is 
another important point--they might have to charge 
more, too. I point out that the law of supply and 
demand always controls price and list prices can be 
readily adjusted when demand falls off. I might say 
they always were and always will be. 

I am sure the Commission is sincere in 
its efforts to bring down the cost of living. There 
was a belief that the cost of living would be reduced 


by the abolition of list prices. I feel that in the 
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main that object has not been achieved. Prices may 
seem lower on one or two particular items, but you 
may find that they have been either increased on 
other items or other costs have been increased, 

I do wish to make one point, if I may, and 
that is that in the interests of the public and the 
orderly conduct of Canadian commerce, the Government 
Should permit manufacturers and their representatives 
to set the sales price of such articles as they 
manufacture, 

I feel that if a manufacturer makes a 
certain article--for instance, if he makes that 
portfolio, there, and he says, "I think that port- 
folio is worth $5 to the consumer, when you consider 
the costs of distribution between myself and the 
consumer." That should be his privilege. Somebody 
else might make a similar product, or might even 
make a better one, and he might sell it for less, 

He will soon have to adjust himself or he will be 
out of business, 

Before the war, and even since, there were 
many goods where there was never any list price, It 
seems to me there was a similarity of cost price. 
And I always felt that there was some sort of combine 
deal there, 

For instance, even now the cost prices of 
many items, certainly at the beginning of the year, 
are similar. A 2l-inch set is the same, whether it 
is made by one company or another company, Maybe 


the costs of the second company are different, or 





yd co morons ‘avai yedd ted batt yam - 

Lbeairaat’ ass’ eva! dedo teddé 10 mmedt ‘réHivo : 
on i ae thitog ero eiind'od detv ob T | : 
edt fas otfdoq edd to. edeoredi 





srednt afd ok godt et sede 
dromivSvo) edt ,eoreiinds astbensd Io toubaoo yltebr0 
eevitedmebertior thed? ha etetudoeiwnsm Jtorreq OLuode | | 
watt 28 eololias dovn to eotay selse odd dee of 

. JOR Seer 

® esdem rons ow terse & ti tadd Ise? f : | 

dad eenam on tt _soned ont: 10%--elotdas ntst1eo a 
sta0q Sade antdd I" ,eyoe' od one .ptsd ,obfLotsaoqg 
redienos Woy aedw tethenitelalrs ‘edd od as dt+ow ek offot 
ais pag iiseqn neewled sotsudinteth to ef eadco ond 
yboderce ,egeliviey etd ed bivote tadT ", romvenoo* 
geve Jdziti to ,touborq selimte | evetr tiyto eele 
ef 69 3t Ifee deg od brs ,end tefted s exam 

ed [ftw ef so tiosamid tenths od ‘evad ook fitw eH 


en ee, ee 


ee a 


.8sectedd to tio 

atow oxvartd .eonte neve bas ..aw afd eroted 
St wotie: sane Yin teven caw etends stew shooy Yew 
| .95haq Jeoo to Uiineliate 8 saw sted em ot emees 
antdwos to doe emoe eav otadt tats Jet syawle I BAA oa 
ad . . .oneit [seb 7 

40 esokeq Jeoo act won’ eve .votatank x0F 
.18ey adit to witnat ged edd $8 ylutetteo .ewott yom 
SE settee ee ieee doat-fs 4 estate ie 











— SS 








-3115- 
Mr, Forst 


maybe their costs are all the same, or maybe they 
all have the same price. And of course I am speak- 
ing about comparable products, not a cheaper product 
where there would be a cut in the quality. But, 
Quality for quality there is a similarity in things. 
There is greater disparagement in the retail level 
because we are all fighting one another. But at 

the manufacturer's level there is a similarity. If 
anything can be done, something may be done there 

to watch that situation. Certainly one manufacturer 
you would think could manufacture for less than 
another. But it is the same thing. 

MR. WHITELEY: Or one retailer. 

MR. FORST: He comes down lower and the 
other fellow meets him, 

MR. WHITELEY: If you suggest that one 
manufacturer might have different costs from another, 
then why would not the same thing be true about each 
retailer? 

MR. FORST: Possibly so, but what I am 
pointing out is why is there always such a similarity 
at the manufacturers! level, whether it is the list 
price or not? 

THE CHAIRMAN: Their explanation usually 
is that unless it is fairly close to the other 
fellow they do not get much business, That is the 
situation, whether they make as much profit as the 
other fellow does, or not, 

MR, FORST; In other words, the lowest 


price is always the price--or the highest--I do 














\oe 
a 6 ae ab 
secot . aM 


nigeqe Wa F Seituos 46 Baa yootig oie ext owed Ka | 
Iiwhotg seqaeio 8 dow \etoubowg eldetaqmos duods gat : 
txt | YEELeup ottent dyo @ od bivow eyed? exedy 
.eanisdd of yilieatinte @ et guard ystfsyp rot wisfaup 
fovel Statet edd of Umpmogstéqeth tetseqy et oxedT 
$e dud .deddons eno siitingtt [fs ers ow seunoed 
{I .ydtteliote « ef etedt Love: atrenvdosiuian edd 
erott etoh od yam gaiddemoe . snob ed aso gakddyte | 
cequtostwaem ono yihtatts® .noltawttie dadd molaw oF 
| . fet cael tot exidostonen Bbivoo dnind blyow voy 
-uitdd emae edd ot ¢¢ 108 . teddons 
eoktased ano 10, YSIS? Ts . AM 


e 
= 


edt Bad towol fwoh eemoo al ;TeHOd , 7M 


| 
- min ateom yoLLet toto 
ono tadt tesggre voy TE = :YSIaTIHW aM 
tedious sot etsoo daeqdTIls evad tigi tstue oo luese 
dope Suede euad od gmtd? emaz etd tom biwow utw meds 
: | | frei lesot 
ve T dade did .oe gdbecot :Tes0n van” 
i” ywitattote 8 Hove ayswis erectd ef giv et duo gotdniied 
| Reke actd et Sf dedteaw tovel “exemeostunsa edd te . 
ay 44 | Sion =o eotag 


pe Reaa eres i ietnaatide ated? :WAMALAGO SNT 
neddo edt ot wacko yletet et tt ceelow tar? et : 
he yi ek tan?) seenteud goun teg ton ob yeds wollet A 
\ aed ea d2t0sg Mom 2a sar vers seridody .aotssutte | 
. ink 5 ain zy Pe ‘,gom-vo. .200b wollet taito 














~Z116- 
Mr, Forst 


not know. But there is a similarity, The suggestion 
I make here is that if the Government is really 
interested in the economical operation of business, 
it might very well consider the distribution set-up 
as a whole, for it is my considered opinion that 
there are too many middlemen in our present method 

of distribution, and I would point out that too 

many of these middlemen do little of any consequence 
in the movement of goods from the manufacturer to 

the consumer, 

MR, WHITELEY: What do you mean by the 
middleman? 

MR, FORST; I think of some wholesalers-- 
and I am thinking of commission men, and so on, 

For instance, manufacturers set up wholesalers, 

and then the wholesaler sets up another wholesaler. 
And the manufacturer has salesmen who are selling 
the article to the wholesaler, and the wholesaler 
has another commission to pay to sell to the other 
wholesaler, And the other wholesaler finally gets 

to the dealer, And somewhere in that product there 
is about 20 per cent, before it gets to the consumer. 

THE CHAIRMAN: 20 per cent more than it 
should be? 

MR. FORST:.. Yes. .iI think it.is higher 
than it should be, For example, imported goods 
sometimes come from the United States, The dis- 
tributor in Canada, the national distributor, will 
import goods from the United States. He will have 


to get a profit. He is not there just to distribute 
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1@7 those goods for the fun of it. He, in addition, 
appoints a wholesaler in a local area, so he gets 
& profit. So before the article gets to the dealer 
there are two profits, above the manufacturer's 
profit in the United States--plus the duty, and 
United States taxes, and all other things. So 
that the product is pretty highly priced before it 
gets to the consumer, Incidentally, our firm found 
away of beating that, when we imported direct. 

THE CHAIRMAN: I was wondering if business 
people did not find some way of avoiding those condi- 
tions, 

MRinw FORS? +). But, om ther other bend,» there 
was a lot of merchandise soid that way. 

It is a matter of economical distribution, 
We could handle them much more economically if we 
could even go back east and anticipate our require- 
ments for a year, or perhaps fora period of six 


months, and bring in several carloads, We would 





save on the salesman's commission, and save on 
the wholesaler's profit, and. so on, 

THE CHAIRMAN: And perhaps get a lower 
price, 

MR. FORST: .Yes., perhaps, get oa, lower price: 
so that everybody would benefit. I do not want to 
make the point that I wish to eliminate a very large 
group of probably very worthwhile people in our 
economy; but I think that is one of the costs in 
our economy that could be reduced. 


4 THE CHAIRMAN: The general theory of 















il ‘rand at at (db e iN ea n0 ebocg best 
ss gtned edt ot ateg efbhdas eff etoted o8 .¢Pieqq's 
etxeaudostunam ‘ed evods ed broty owt one otedd 
pee .vtwd edd welgstecdete bediny eft nt tor 
 %8  egntdd cedio fis bas ,acxst sedate hesind 
$2 etoted fsokry eight yideus st soubor edd dadd 
Rayo? Mkt wo ,Ylisdaehionk .tenmenod edd of etey 
toons betsogmt ow nedw .cadd yotised To yew 6 
~—s seenbemd I gotiebitow aay I :WAMATAHD SHT 
-thaod eaodd gathiove ‘to yew emoe batt tom bIh elqoed 
; | ,asolrs | 
eredd ,Sttad aaddo eft no .dud TARO 2AM 
Yaw dads biee entband ted to gol s saw 
aohtudiadett faoimoncoe ‘to vette 2 et ¢T 
ew If vilacolmoncoe oom douw wols oftast blyoo ew 


a 


-ertinper we etlagiottas hie Jsau yosd og nove bivo9 
xfte tc holdey 2 to} eqadueg 10 ,Taey 8 TOE eden 
: hidoy ow ,2ehaolaeo Larevee af yitad boa .sdiaom 
go Gvee bie ,woteeimmos e'iimmeselsaes edd ac ovae 
mo ce Bas Sting e' selsccfody ed¥ 

“ewol a toy enjadseq BrA ;40MATAHD SHT 
: | . eokagq 

-epind teyel 8 deg agedtteq ,e0X ;TEAOT , AM ; 

ad dneyw tod ob I .dliened Sluow yYoodyteye dadd oz 
| SyuBE ROY 6 WReMERELE OF Wetw T tadY tatoq odd stein 
ayo Mt algooy ebdwidaow trey yldedory To quotg: 
ee ee es ae ; meso os 
| | bAsy eae Ths eco bivoo sad? qwn0s8 awe 


an : oi s, 





nies dd ov seth fevel a at teftesfod s atatotae . 






-5118= 
Mr. Forst 


competition is that if you cannot prove their value 
Somebody will find a way of beating their particular 
methods and then they will either change or go out 
of business, 

MR. FORST: There, again, you are coming 
back to list prices. If the manufacturer has got an 
accepted line he can pretty well do what he likes 
between the retailer and himself, because if the 
line is accepted he has a pretty ready market for it. 

And, incidentally, speaking of list prices 
of other items, I am thinking of some lines that 
have established lists, such as dry goods items, 
hosiery, shirts, and so on. The 11st is eateplished 
and the quality is based upon the price, In other 
words, people expect to get that certain quality for 
that certain price, There is nothing to prevent a 
merchant to go to that manufacturer--particularly 
if he is a large merchant--and get possibly the 
same quality, without the label, And, although he 
might not save much on the cost, he can pretty well 
do as he pleases with it, if he wishes to sell at a 
lower margin of profit. So there is nothing to 
prevent a merchant, if he really is interested in 
the interests of the consumers, to give his customers 
pretty good products at lower prices, And he still 
does not affect the list prices of the other manufac- 
turers;if the customer wants a name he can buy for 
the name; if he does not want that, he can buy some 
comparable merchandise. 

THE CHAIRMAN: Perhaps identical. 


MR 
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MR, FORST: Yes, perhaps identical, and 
at the same price, 

I think that covers all I have to say. 
I do feel that it is all very well to have a 
free economy--I am all for it. Probably I would 
not be here if I was not. Bul, just like’ any 
other laws, we have to have certain laws con- 
trolling situations, It ts all very well for 
someone who drives down the street at 40 or 50 
miles an hour; but someone is going to stop him. 
It could be a hazard. And where list prices have 
in some cases created a hazard in our economy, 

I think we should consider that very seriously. 

THE CHAIRMAN: You mean that you 
believe in a free economy, and I suppose you 
would go so far as to say that restriction on the 
operation of a free economy requires to be justi- 
fied. 

MR. FORST: That is right. 

THE CHAIRMAN; That is, there must be 2 
situation which is bad and which can be corrected 
by some restriction? 

MR. FORST: That is right, 

THE CHAIRMAN: And that unless that is 
the situation, restrictions should not be put on, 

Mr. FUnol. 10s. 

THE CHAIRMAN: It is a question of 
striking a balance between what the effect of 
the restriction would be, and not having that 


restriction. That is our problem right now. 
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| MR. FORST: Yes. It is a matter of 
trying to find out where the balance would be. I 
think that covers my views on the subject. 


MR. GERIN-LAJOIE: There are one or two 





points concerning which I should like to have 
clarification. At page 4 of your statement, Mr. 
Forst, you refer to the too great number of what 
you call middlemen under our present method of 
distribution. Do you mean too many in the vertical 
line, that is one jobber selling to another, or--- 

MR, FORST: Too many vertical, too many 
between the manufacturer's cost of production and 
the final consumer price, We are one of the 
middlemen, ourselves, in a sense, Maybe we should 
be eliminated, I don't know--maybe we are being 
eliminated. It seems to me there are too many in 
it. There are too many wholesalers selling to 
wholesalers, and then the commission men in between, 
in most cases. 

MR, GERIN-LAJOIE: And would you go so 
far as to say that in cases where there is only one 
jdber or wholesaler between the manufacturer and 
the retailer, that that might be too much, even? 

MR ¢:BORSEs Weswll thinkesoe4s Where a 
large merchant could buy direct from the factory, he 
does not need the services of a wholesaler, He has 
his own service set-up. He could pretty well solve 
all his own problems. The other services are not 
really required, 


MR. GERIN-LAJOIE; Now, is it your opinion 
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that with resale price maintenance there might be 
much more pressure from some sources to get rid 

of some people in intermediary positions like this, 
and more pressure also on the manufacturers to 
bring down their prices? 

MR. FORST: I do not think that the list 
price has much to do with it one way or another, 
really.’ I do not think that the list price of 
merchandise has much to do with the tendency either 
to remove the wholesaler or to leave him there, 

It has not had that effect, anyway, yet. 

MR, GERIN-LAJOIE: Would you not 
conceive it possible that the absence of list 
prices bringing down retail prices by competition 
would put some pressure upon manufacturers and 
wholesalers to bring down their prices to the 
retailer? 

MR. FORST: It is conceivable, but it 
Nas not happened;y Ide now tiiink, in practice , 

MR. GERIN-LAJOIE: That is all I wish to 
ask, Mr. Chairman, 

MR. WHITELEY: I take it it is your 
view that you would like to see list prices, but 
not to have them too rigidly maintained? 

MR. FORST: I feel that the manufacturer-- 
and I am in a rather funny position, perhaps, I am 
a retailer, and yet I am looking at it rather 
broader than just a retailer. I feel that the 
manufacturer should have some control--not in 


the interests of the manufacturer, but in the 
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Mr. Forst 


interests of the economy as a whole-~-over the 
product he manufactures, I am looking at it from 
his standpoint rather than from my own standpoint. 
It might not even benefit me as a retailer. Indeed, 
I am not sure that it would. But I feel that the 
manufacturer should have some control over his 
product, I feel that when he manufactures a product 
he should have some control over what eventually 
happens to it. Hse is not trying to control some- 
body else's product. He is only interested in his 
own, whether it 1s a refrigerator or something else. 

THE CHAIRMAN: After you have bought it 
from the wanufacturer, whose product is it then?- 

MR. FORST: Prewar, before the abolition 
of list prices took place, we made contracts with 
the manufacturer, and we undertook to adhere to 
certain regulations that he set out. I do not say 
that they were good regulations, necessarily. But 
that was his deal; that was his proposition, 

THE CHAIRMAN: That is a matter of 
contract. But when you have bought a manufacturer's 
goods, and you have paid him--- 

MR. FORST; I still think that, ina 
sense, I am his representative, And if I am not 
a good representative, then I think he should be 
able to do something about it--and he does, some- 
times, too, I understand, 

THE CHAIRMAN: As a retailer, do you not 
like to be free to do what you like with your own 


goods? I am trying to get your position as a 
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Mr. Forst 


10 retailer. You have been telling us about the manufac- 
turer's position, 


MR, FORST: Yes, I think so--as long as I 


, 
did it in an orderly manner. But, for instance, I 
might have a very good relationship with one manu- 
facturer, and he does something I might dislike 
very much, In about a week's time I might say, "I 
am going to fix you. I have about $20,000 of your 
goods, and I can upset your whole applecart." I 
can ruin his whole dealer set-up in this city. All 
I have to do is sell all his goods at cost; and 
that would not worry me too much. I will try to 
sell a lot of other goods through it, 

Now, I can do that, or my competitor can 
do it. His fate is really in my hands, is it not? 

I can do it, anyway, for that matter; but at least 
he should have some control. 

THE CHAIRMAN: Even if he has control, 
you can do it, 

MR, FORST;: Yes, It is pretty hard to 
stop we, Nevertheless, I think at least if you have 
an agreement with him he could say, "I believe I 
have an agreement with you. At least you are going 
to play the game." But if he has no agreement I 
can say, "What the heck, you have no agreement with 
me; I can do as I please,” And it is being done 
every day. 

Does that answer your question? I think 


somewhere along the line there should be some con- 


trol, not only for the manufacturer's sake, but for 
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the manufacturer's dealer set-up. Because he may 
have 20 or 30 other dealers, possibly--maybe too 
many of them. 

MR, WHITELEY: You suggest that in the 
case of your own firm you found it possible, at 
times, to make quantity purchases? 

MR. FORST: Yes. 

MR. WHITELEY: And get lower prices than 
would normally be available to you? 

MR, FORST: Yes. 

MR, WHITELEY: How, under a system of 
list prices, could you pass those savings on to 
the consumer? 

MR. FORST: Only by agreement with the 
manufacturer to reduce the price, 

MR, WHITELEY: But he would not establish 
@ list price for you alone? 

MR, FORST: He did. 

THE CHAIRMAN: For one dealer? 

MR, FORST: Well, he would, sometimes, 

MR. FAVREAU; Quantity? 

MR. FORST: Yes. 

THE CHAIRMAN: Rather an odd list price. 

MR. FORST: Before the war, and even 
before the abolition of list prices, the manufac- 
turer would say, "All right, do you want to buy a 
Quantity of these items? If you do, you can buy 
them and sell them at any price you wish," 

THE CHAIRMAN: But that is not a list 
price, If he says that you can sell them at any 


price you like, that is not a list price, 
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MR, FORST: To some extent they did set 
&@ new list price, which sometimes was general, and 
not just for one dealer, 

THE CHAIRMAN: If it was not general, you 
would have some difficulty with other dealers, 

MR. FORST: They have done it with one 
dealer sometimes. They risk quite a bit, because 
they might find themselves in wrong with their 
other dealers, But sometimes they do it. 

MR, WHITELEY: That more or less suggests 
that these advantages that occurred in these situa- 
tions are made known in a very limited way, and 
that so long as you maintain a system of general 
list prices, only a particular section of the 
public could get any benefit from these advantageous 
situations, 

MR. FORST: The dealer is still getting 
the benefit, regardless of whether the list price 
has been taken off or reduced or not. There is the 
same situation now as before, 

MR. WHITELEY: Except that any dealer now 
is free to give the public the benefit of any 
advantageous purchase that he makes, 

MR. FORST: Yes, and he was before, pretty 
well, too, 

MR. WHITELEY: Only by departing from the 
list. price. 

MR. FORST: Yes, that is right--and he 
always did. I can speak for myself; I always did. 

MR. FAVREAU: Then where is the protection 
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MR, FORST 


to the manufacturer? 

MR. FORST: That is the manufacturer's 
prerogative, let us put it that way--to which I 
think he should be entitled, not for his benefit, 
but for the benefit of the dealer, That manufac- 
turer is a manufacturer who does value his reputation. 

THE CHAIRMAN: You mean he could do some- 
thing Bout it formerly? 

MR, FORST: Yes, but now he cannot, 

THE CHAIRMAN: But he did not. 

MR. FORST: That is right--some did and 
some did not. 


THE CHAIRMAN: If you, as you say, and 





others quite freely departed from the list price, 
and nothing happened to you, it would look as if--- 

MR. FORST: We had an agreement with the 
manufacturer in every instance--or most every 
instance, We did not do it so flagrantly ina 
sense that we broke our relationship with the 
manufacturer, But if a manufacturer said to us 
that he had a quantity of merchandise and we bought 
this at less than the regular cost price, we sold 
it relatively for less than the regular price, 

MR. WHITELEY: Was not the situation this, 





then, largely, that the public might or might not 
get the benefit of the advantageous purchase by the 
retailer? 

MR, FORST: That is possible, 

MR. WHITELEY: It might happen? 

MR, FORST: Depending on the retailer's 
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MR, FORST 


point of view. 

MR, WHITELEY: Whereas now, if competition 
is effective, the public can be expected to get the 
benefit ; 

MR, FORST: Not necessarily, because we 
can still do the same thing, if we so desire, 
Unfortunately, or otherwise, we do not. If, for 
instance, for the sake of argument, a large merchant 
in Vancouver bought up all the surplus stock of a 
certain manufacturer, he could control the price 
the same now as he did before. He could easily get 
the benefit of it. 

MR, WHITELEY: Except that he may expect 
that some of his competitors will get the surplus 
stock of some other manufacturer. 

Mi, 2 ORCL as, 

MR. WHITELEY: If he tries to hold up the 
price on his lot he is likely to find them on his 
hands at the end of the season, 

MR. FORST: It happened before. I do not 
think the list price has any effect on that situa- 
tion, It does not in the United States. They have 
a Fair Trade Practices Act, and there is plenty 
of cut pricing going on there. But I think the 
manufacturer does attempt to keep control over his 
goods. I think it should be the prerogative of 
the manufacturer and his dealer set-up to decide 
what they want to do, If the manufacturer wants 
to deviate from the list price--and let me say 


that many manufacturers before the war, and even 
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now, never did attempt to have a list price, They 
say, "It costs you so much money. Whatever you do 
with 1t is up to you." They say, "If you want to 
sGLb<it for nothings on S$ 1Ouprofin, dt is up.teryou. 
I think if the manufacturer says, "I want to sell at 
this margin, I think that is a fair price that shows 
a reasonable margin of profit, while the item is in 
season"--then I think the manufacturer has a right 

to do it, 

THE CHATRMAN: In your opinion the manufac- 
turer is better able to decide that than the retailer 
is? 

MR, FORST: I do not think the manufacturer 
usually decides it. As I said in my brief, consumer 
demand decides the price, in the final analysis. If 
a consumer does not buy it, then the price has to 
come down to where the consumer will buy it, whether 
it is the distweprice om is not. the dist, price, The 
list price does not mean a thing if the consumer 
does not buy it, 

THE CHAIRMAN: That is true, but it is also 
indicated that salesmanship might have been partly 
responsible, 

MR. FORST: Yes, that is true. One thing 
that could very well develop on these things, and 
that is that, as I said earlier, inferior products 
could be sold at higher prices than well-known 
products, or at the same prices. Because the manufac- 
turer cannot get a decent dealer set-up when there is 


no margin of profit. And that could very well happen, 
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and it has happened in some degree, already. That 
is where some large organizations have set up stencil 
lines of goods in which they show a normal line of 
profit, or more--I do not know what their profit is, 
because they buy them and put their own names on 
them, And they would naturally try to sell those 
goods against other nationally known goods, which 
may be better value at normal prices. But the 
margin of profit has been eliminated because of 
competitive conditions. S80, in the long run, the 
consumer does not get the benefit of the removal 
of list prices, They are just getting probably an 
inferior product, 

MR. WHITELEY: Is it not so that the 
large-scale advertisements in Toronto and so on 


to which you have referred are all of nationally 





advertised goods? 

MR. FORST: No. If you will look at the 
last three or four months you will find that they 
| take things without national names. 
| MR. WHITELEY:~ I would be glad if you 
would dig up some of those, as examples, 

MR. FORST: I think I have one here, 

THE CHAIRMAN: Most of them that have 
been shown to us have been nationally advertised 
things. 

MR. FORST: Here is an electric range. 
This same picture, incidentally, has been in four 
or five different store advertisements--the very 


same picture, and the very same price, If it is 
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such a terrific bit of value, I submit that it would 
be sold out in one day. But it goes on from week to 
week to week to week. It has no name on it. 

MR, WHITELEY: That is the opposite of your 
own argument, is it not? If they do not sell it, 
then the public is not buying it. 

MR, FORST: In this particular case they 
are using this just as an attraction to bring people 
into the store, But I have noticed a tendency in 
the Toronto area in the last two or three months 
not to advertise nationally known goods to any 
degree--although they have some in there--but to 
advertise unknown goods. And this is one of those, 
It is at such a ridiculously low price that the 
people will wonder what is going on in there, and 
they will go in to find out. MI do not say that 
the dealer does not sell nationally known goods 
lower than list--which I am sure he does, And so 
do we. But he is using this thing here, which he 
can get away down below--ana that is probably away 
down below a similar thing, a nationally advertised 
item, a known item--away below in price, and 
possibly even below his cost. And he is using that 
to get people into his store. And, incidentally, 
that is happening locally, too. 

THE CHAIRMAN: Is that paper you have in 
your hand submitted as an exhibit? 

MR. FORST: Yes, I have submitted it as 
an exhibit, 

MR. GERIN-LAJOIE: It was with the brief. 
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18 MR, FORST; You will notice a kettle at 
$7.25. We have not bought any at that price, I 
do not know whether Mr. Wosk has, or not; I do not 
know. 

THE CHAIRMAN: That should be marked as 
an exhibit. We do not have a copy of the brief. 

MK. “SPORST: I have-it in my brief: I heve 
mentioned it, 

THE CHAIRMAN: We had better mark it so 
that it can be identified. 

MR. FORST: There is a tendency in the 
Toronto area, lately, to advertise items, similar 
items, every day. For instance, one refrigerator 
is being advertised at $249.50. It is a Canadian- 
made refrigerator--I happen to know its source-- 
and they are advertising it every day, day after 


day. And I guess they are selling it--I don't 





know what they are doing with it. 
| THE CHAIRMAN: They must be selling some- 
thing. 
MR. FORST: Yes, or they would not 
| spend four or five thousand dollars each month 
in advertising. 
MR, GERIN-LAVOIE: So Mr. Forst is 
filing this material as an exhibit. 


--~-FXHIBIT VAN-2: Advertisement from the Toronto 
Daily Star of June 22, 1954. 





MR. FORST: This thing really has no 
relationship to list prices. He could still do 


that, list price or no list price, 
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Mr. Forst 


THE CHAIRMAN: It is interesting to us 
because nearly all the representations made to us 
with regard to appliances have been to the effect 
that those who have been cutting prices have used 
nationally known and advertised lines as a means of 
getting people into their stores, It is the first 
time we have had--- 

MR. FORST: ‘There is a tendency in there 
to do that, 

THE CHAIRMAN: It is the first time we 
have had it suggested that they have used unknown 
lines’, 

MR. WHITELEY: Do you keep a ciose watch 
on the advertisements from other cities? 

MR. FORST: Just Toronto. That is the hot- 
bed of everything that happens in Canada. 

MR. GERIN-LAJOIE: But is it not true that 
in this case you have pointed to there is only one 
article which is not a nationally advertised one? 

MRiw FORST:.«, Yess 

MR, GERIN-LAJOIE: And most of the others 
are G.E. and other nationally known brands? 

MRic FORST: . Yes. But) there, are. other 
advertisements--and I would be glad to let you have 
them, because I have a whole batch of them in the 
store--where three or four items are advertised in 
the advertisement without any name. This happens 
to be just one of them, 

MR. GERIN-LAJOIE; I would like to have 


something more, 
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Mr. Forst 

MR. FORST: I just picked it out for 
the electric kettle at $7.25. 

MR. GERIN-LAJOIE: It would be useful to 
have as clear as possible from you one point. Did 
I understand that you meant that under resale price 
maintenance it was possible for a retailer to make 
an arrangement with a manufacturer to sell under 
the ordinary list price? 

MR, FORST: It was, definitely. 

MR, GERIN-LAJOIE: Would you go so far 
as to say that when, for instance, a markup would 
be 30. per cent on a 1G. E,..product, we will say, and 
that a particular retailer found that he could do 
&@ profitable business on a 25 per cent markup, the 
manufacturer would make an arrangement with him to 
allow him to sell all his merchandise with a 25 per 
cent markup? 

MR, FORST: Not necessarily. 

MR. GERIN-LAJOIE: So in that particular 
case the retailer could not pass along to the con- 
sumer the benefit of his lower overhead? 

MR, FORST: No, he could not. 

THE CHAIRMAN: Except by trade-ins, 

MR. FORST; Except by trade-ins which, 
incidentally, in our business today, is about half 
of our total volume of business, 

THE CHAIRMAN: Well--- 

MR. FORST: Except in, I would say, TV. 

THE CHAIRMAN: If trade-ins are half the 


volume of business, it would be fairly useful--- 
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Mr, Forst 


MR, FORST: Usually, in the real sense, 
in the big ticket items, there never has been a 
list price, Because, where trade-ins are involved-- 
well, there is not even in motorcars, if it comes 
down to that. You could offer your car in Vancouver 
today and get five or six different trade-ins, 

MR, GERIN-LAJOIE: But on this point, 

I understand that any retailer cannot advertise, 
strictly, a lower price than the list price. 

MR, FORST: Previously, no--not unless the 
manufacturer agreeqg to it by changing his list 
price, either for that particular dealer--which he 
might have done, but not likely--or generally across 
the board. 

There is one point I think we should men- 
tion, that there are still advertised list prices, 

I see prices advertised in magazines, nationally 
advertised prices, Would it not be most confusing 
to see a national advertisement of a nationally 
advertised article at a price of $250, and in the 
same newspaper a price of $199.50 advertised--which 
has happened, incidentally. Where do we go from 
there? 

MR, FAVREAU: It has been suggested to us 
that a solution might be the prohibition against 
advertising national brands at any price lower than 
the list price, but at the same time leaving it to 
the retailer to sell at whatever price he would 
like to his particular client, so long as he does 


not advertise. 
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Mr. Forst 


MR. FORST: That is what happened before, 
before the list prices were on, anyway, so it did 
not matter--unless the manufacturer, in some cases, 
caught you, 

THE CHAIRMAN: I think that completes the 
matter, Mr, Forst, unless you wish to add something 
frurthey , 

MR, FORST: No, I think I have discussed 
it enough. 

THE CHAIRMAN; Then, thank you very much 


for appearing today. 


~-~Recess, 
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---Upon resuming-- 
REPRESENTATIONS: 
Wosk's Limited: 

Mr, Ben Wosk 

Me. Mex Grossman 

ates. 

THE CHATRMAN: I believe now we are to 
have representations from and questions directed to 
Mr. Wosk, is that correct? 

MR. WOSK: Yes, 

THE CHAIRMAN: Are you presenting a brief? 

MR. WOSK: No, 

THE CHAIRMAN; You are just answering 
questions? 

MR. WOSK: Yes, that is right--just answer- 
ing questions. 

THE CHATRMAN: Then, Mr, Gerin-Lajoie may 
proceed with the examination, But, first of all, we 
want to have your full name, Mr. Wosk, and the names 
of any persons who are with you, 

MR, WOSK: My name is Ben Wosk. 

THE CHATRMAN: What is your official position? 

MR. WOSK: President of Wosk's Limited. 

THE CHAIRMAN: And who is with you? 

MR, GROSSMAN: I am not appearing, Mr. 
Chairman, actually; I am not appearing officially, 
at all. 


THE CHAIRMAN: You are an observer, as it 





were? 


MR, GROSSMAN: Yes, an observer--interesting, 
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Mr. Wosk 


Ine Wway;elis’ Py not? 

MR, GERIN-LAJOIE: Mr. Wosk, your company 
is apparently operating a retail store in the city 
of Vancouver? 

MR. WOSK: Yes. 

MR, GERIN-LAJOIE: Only one? 

MR, WOSK: Four stores, 

MR, WHITELEY: One building? 

MR. WOSK: Four different locations. 

MR. WHITELEY: I noticed last night a new 


location called Wosk's: is that the case? 


5 
MR. WOSK: We are going to build one, 
MR, WHITELEY: I thought I saw the foundation. 
MR. WOSK: Yes, that will be “the fifth or 
sixth. 
THE CHATRMAN: All in the city of Vancouver? 
MR. WOSK: The new one will be in Burnaby. 
MR. GERIN-LAJOIE: Would you explain to 
the Commission in what field you do retail business? 
MR, WOSK: The main items we sell are white 
goods--refrigerators, stoves, washing machines and, 
now, TV, radio, furniture and small appliances. 
MR. GERIN-LAJOIE: Is it exclusively in 
the appliances field, or do you sell furniture, too? 
MR. WOSK: We sell furniture in all our 
stores, too, 
MR, GERIN-LAJOIE: And some other articles? 
MR, WOSK: Anything that goes with furniture-- 
no draperies or carpets, though. 


MR. GERIN-LAJOIE: For what proportion of 
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Mr. Wosk 


your business would the appliances field account? 

MR. WOSK: 80 per cent of our business is 
appliances--appliances, radio, TV, including both 
small and large. 

MR, GERIN-LAJOIE: Small and large? 

MR, WOSK: Yes, radios and television, too, 

MR, GERIN-LAJOIE: And what would be the 
proportion of your appliances business, in the broad 
sense, which would be in the small or traffic 
appliances? 

MR. WOSK: Less than five per cent. 

MR. GERIN-LAJOIE; And the other 95 per cent 
would be what? 

MR. WOSK: “No, close to 75, because 20 per 
cent of that is furniture, 

MR. GERIN-LAJOIE: Now, for how long has 
your company been in the field of business, in that 
field of business? 

MR. WOSK: Since 1932. 

MR. GERIN-LAJOIE; Since 1932? 

MR, WOSK: May 15, 1932. 

MR, GERIN-LAJOIE: Always in the city of 
Vancouver? 

MR. WOSK: That is right. 

MR. GERIN-LAJOIE: And would you be able 
to tell us how your business has progressed, and first 
of all the volume of your business? [I understand 
that you might not like to give publicly gross 
figures of your volume of business. But would you 
agree to give those figures in a letter to the 


Commission? 
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Mr, Wosk 


ME ae WOSKS « Lee . 

MR. GERIN-LAJOIE: After the hearing is 
over? 

MR. WOSK: Yes, I shall do that. 

MR. GERIN-LAJOIE: In percentages, would 
you be able to mention how much your volume of 
business has increased since 1945? 

MR. WOSK: Since 1945? 

MR. GERIN-LAJOIE: Or approximately-- 
after the war? 

MR, WOSK: Approximately 10 times as much, 

THE CHAIRMAN; Since 19459 

MR. WOSK: Yes. 

THE CHAIRMAN: Is that your volume in 
dollars? 

MR. WOSK: Yes, in dollars. 

MR. GERIN-LAJOIE: Gross volume? 

MR. WOSK: Yes. 

MR, GERIN-LAJOIE: Now, since December of 
1951, or approximately, how much has it increased? 

MR, WOSK: ,That means for 1952 and 1953? 

MR, GERIN-LAJOIE: Yes. | 

MR. WOSK: There is no increase; there 
was a decrease from 1952 to 1953. 1952 was our 
biggest year, and 1953 dropped about eight per 
cent. 

MR, WHITELEY: Did you have the same 
number of stores in each year? 

MR. WOSK: Yes. 

MR, GERIN-LAJOIE: wes 1952 a higher 








. Tay) 
. t ors ae 4S 9¥, mr ima 
. ek antnaed edt 03h; -SIOLAL-IERGO . a 








: . wd of _ 9 Tteve, 
. . tact “ti rT .e8X :G0W .AM t vanes 
bLuow ,eegedmsorsg al ;STOLAI-MIRTD . AM 
0 emuloy tuoy dom wod sottmem od elds ed soy ; | 
c@vtel eontea beeseront ead seenteud ty, 
¢asel eonte :HeOW 1AM... 
~-yletastxorggs 10 ;SIOLAI-WIAMD AM | 
Sasw ed? tetts 
sy oumh Bs Bemtd Of vlodemtxorqga :N@OW . AM 
sa#ol eonté :WAMATAHOD GH? 
ae -20Y :H80W , sil 
; | ot outrloy woy Jacit eI ;MAMATAHO aHT | 
: | veneliob 
: .ayeliob at ,eeY saeOW . AM 
Somufov esorD ;RIOGAI-UIARO . AM 
| .esY :He0W . 5M 
to. redmeosd sonfe .woH <:HIOLAI-MIAaD . AM . : 
theessront gi gad, dona! wou  yledemtxorqgs 0 feel 
efAet bis Geel aot eneom tecT. :xeOW , AM 
| 88% :HL0CAI-~WTamo . aM 
oh semeesh wake exe meow AM ; 
wo ew S8@L FeCl of feet mowt exserseb 8 eaw 
ns at sn ear fs Meey teeggid 
dirs Iago | ; 


ponaionie woy Bnd franermay. iM 
ws aah Loy aoe dose, ai estote to rsdmua 
| ee i aNd al aaa sAROW . 
sah 9 0 oa i pa 








-3140- 
Mr. Wosk 


volume year than 1952? 

MR. WOSK: No--yes, 1952 was higher than 
1951. 

MR, GERIN-LAJOIE: Much higher? 

MR. WOSK: There was 40 per cent increase 
between 1951 and 1952. 

MR. GERIN-LAJOITE: And 1953 showed a 
decrease? 

MR. WOSK: Eight per cent, 

MR. GERIN-LAJOIE; And that takes into 
consideration the calendar year? 

MR. WOSK: That is right. 

THE CHAIRMAN: Would that mean that 1953 
was your biggest year, except for 1952? 

MR. WOSK: Yes, that is right; 1952 was 
the biggest, 

MR. GERIN-LAJOIE: . Would you give the 
Commission your gross markup on over-all sales in 
your business? 

MR, WOSK: In 1951 our gross markup, gross 
profit, was 28 per cent, 

MR. FAVREAU: Is that the profit margin--- 

MR. WOSK: On everything. 

MR, FAVREAU: Is that the margin on the 
selling price? 

MR, GERIN-LAJOIE: Or on your cost? 

MR. WOSK: On selling price, 

MR, FAVREAU: 28 per cent? 

MR. WOSK: Yes; then, 1952 it was 24 per 


cent, and 1953 it was 26 per cent, 
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Mr. Wwosk 


MR. GERIN-LAJOIE; Would you be able to 
mention what was the manufacturer's proposed or 
Suggested markup? 

MR. WOSK: Anything between 25 to 40 per 
eént off lisy, 

MR. GERIN-LAJOIE: And would you have an 
average to give us so that we might compare it with 
the 28 per cent or 26 per cent you mentioned? 

MR. WOSK: I imagine between 25 and 40-- 
about 33 per cent, 

MR, GERIN-LAJOIFE: It depends whether you 
have large sales in the 40 per cent figure, or--- 

MR. WOSK: Yes, I am sorry--in the larger 
sales there is a bigger percentage from list, 

MR. FAVREAU: So that 33 per cent would 
be a weighted average? 

MR. WOSK: Yes, that is right. 

MR, GERIN-LAJOIE: And between 1945 and 
1951 was your markup much different from 1951, the 
1951 figure you mentioned? 

MR. WOSK: No, it was about the same, with- 
in one or two per cent every year, from 1945, on. 

MR. GERIN-LAJOIE: What figure did you 
mention for 1951? 

MR. WOSK: 28 per cent, 

MR. FAVREAU: It was 28, 24 and 26. 

MR. WOSK: That is right. 

MR. GERIN-LAJOIE: And do you say that 
before 1951 it was approximately 28 per cent? 


MR, WOSK: About an average of 25 per cent. 
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Mr. Wosk 


This averages out, 24, 26 and 28--taking into 
consideration the dollar volume it would be about 
25 per cent, because your 28 per cent was on 
smaller sales, 

MR. GERIN-LAJOIE; So that does this mean 
that with the change of legislation in December of 
1951 your gross markup or gross profit did not 
change? 

MR. WOSK: It did not change, no. 

MR. GERIN-LAJOIE; Now, would you explain 
the expansion of your business after the war, first 
in connection with the number of employees you have 
had at your service. Let us say since 1945, 

MR. WOSK; First of all, since 1945, the 
more sales you have the more employees you need, 

We keep our own service department for everything 
we sell, For instance, we sell TV,’ and we have 

TV technicians, We sell refrigerators, and we 

have refrigerator service, a refrigerator service 
department. For stoves we have a stove service 
department. And every time you add on another line 
you add on more men. Of course, with increased 
sales you have increased salesmen and office 
workers, and so on, 

MR. GERIN-LAJOIE: You mentioned that your 
gross volume of business has increased by ten times 
since 1945? 

MR. WOSK: That is right. 

MR. GERIN-LAJOIE; would you say that 


your overhead in employees and rent and so on has 
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Mr. Wosk 


increased in the same proportion, or not? 

MR. WOSK: Oh yes; and there is quite a 
difference in gross profit, too, It has increased | 
in the same proportion, 

MR, GERIN-LAJOIE: So you would not say 
that your overhead proportionately to your volume of 
business has decreased? 

MR. WOSK: No, on a percentage basis, no. 

MR. GERIN-LAJOIE: Has your way of doing 
business changed in any way since the change of 
legislation in 1951, particularly in the matter of 
credit, and regarding advertisements, and so on? 

MR, WOSK: No, 

MR. GERIN-LAJOIE; Let us take one of them 
at a time. First of all, what about credit? 

MR. WOSK: No; we charge the same credit 
rate we did in 1952. The Wartime Prices and Trade 
Board put out a credit sheet. We still have that in 
our store. We have never changed it. That was 
January, 1942, and the same thing is used. It is 
the same price or the same percentage as any big 
finance company, or perhaps a little lower than 
some of the well-known finance companies charge. 

MR. GERIN-LAJOIE; It is somewhat lower? 

MR. WOSK: Yes, a shade lower, But it is 
in some cases higher than some individuals charge, 

MR. GERIN-LAJOIE: Having regard to your 
gross volume of business, what percentage of it 
would be done on a credit basis? 


MR, WOSK: Approximately 75 per cent. 
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Mr. Wosk 


That is in total sales. It would not apply to 
small items or small appliances, the same thing. 

MR. GERIN-LAJOIE: But you mean on the 
over-all? 

MR, WOSK: On the over-all. 

THE CHAIRMAN; On all small appliances I 
suppose there is a much higher percentage of cash 
sales? 

MR. WOSK: Definitely, yes. 

MR. GERIN-LAJOIE: Do I understand that you 
do your own financing, yourself? 

MR, WOSK; Yes. 

MR. GERIN-LAJOIE;: Entirely? 

MR. WOSK: Yes, 

MR. GERIN-LAJOIE: Regarding your markups, 
I think it is well known, and this Commission has 
been told, that your company has pretty low markups 
On a number of items, The Commission would like to 
have your views regarding the number of items and 
your way of doing business, For instance, a document 
has been filed before the Commission, and marked 
Exhibit VAN-1, showing an advertisement which 
appears to be from your company--although your name 
does not appear on it. But would you recognize 
this advertisement? 

MR. WOSK: We cannot tell unless our name 
is on it, because some of our ads look the same. 

But we might be; we advertised at that price. 

MR. GERIN-LAJOIE: A General Electric 

tea kettle at $9.50? | 
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Mr. Wosk 


MR. WOSK: Yes. 

MR. GERIN-LAJOIE; Is this under the 
Suggested price by the company? 

MR. WOSK: $13.95 is the suggested price 
on that, I might say, in connection with all these 
items you are referring to, on the small items, 
since we started business we will never be under- 
sold by anybody who is in the same class of 
business, or in the same size of business, approxi- 
mately. And in all these ads that appear, if twice 
any big organization in Vancouver--and we have 
proof of this--would lower the price, we will go 
as close as to our cost, But we have never sold 
anything below our cost. But this price of $9.50 
was only established after some organization or 
some selling organization dropped it to that 
price, 

MR, FAVREAU: What is the lowest price 
at which you sold? 

MR. WOSK: $9.50. 

MR. FAVREAU: At which you advertised? 

MR. WOSK: It was $9.50, after somebody 
@lse in the same class advertised it either for 
$9.49 or $9.50, repeatedly. And we had to drop 
to it, to their price. When this first appeared 
at $9.50 our price was $9.55, for instance, 

Before that, we have an ad in January, 
January 2, 1953, when some organization of the 
same size had a tea kettle for $9.95, and our ad 


on the same day was $11.85. And we looked pretty 
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Mr. Wosk 


foolish, Of course next day our price was $9.95, 
and it stays that way. We do not do like some 
organizations that may have 25 or 26 anniversary 
Sales each year, and all different kinds of sales-- 
any kind of an excuse for cutting prices. If that 
price is established, then it is the price for 
every day; and we continue to do so, 

THE CHAIRMAN: That becomes your fixed 
price? 

MR. WOSK: That is my price, yes. 

MR. GERIN-LAJOIE: Do I understand that 
you have lists of advertisements showing that other 
firms have had prices about the same as yours, or 
even lower? 

MR. WOSK: That is right, yes. Here is 
one, a tea kettle, appearing in the Vancouver Sun 
of November 20, 1953. Here is your price. 

MR. GERIN-LAJOIE: © It is shown here at 
$9.49. 

MR, WOSK: That is right. And that is 
just the same size or a little larger than our tea 
kettle. The excuse for that is that it was a 
thank-you sale, 

THE CHAIRMAN: And was that before you 
ever lowered your price? 

MR. WOSK: On the same day, November 20. 

MR. GERIN-LAJOIE: I think we should file 
this document, 

THE CHAIRMAN: Yes. It is page 15 of 


the Vancouver Sun for Friday, November 20, 1953. 
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Mr, Wosk 


---EXHIBIT NO. VAN-3: Page 15 from the Vancouver 
Sun of Friday, November 20, 
LO53 

MR. WOSK: And here is November 14, when 
our price was $9.95. 

MR, GERIN-LAJOIE: You are showing us from 
your scrapbook of newspaper clippings an advertisement 
published in the newspapers, a clipping from the 
Vancouver Province? 

MR, WOSK: That is right. 

MR. GERIN-LAJOIE: Of November 14, 1953. 
That is for a G.E. tea kettle, 

MR, WOSK: On the same day. 

MR, GERIN-LAJOIE; It is for a G.E. tea 
kettle, of No, 1 quality, and is announced as being 
on sale at $9.95. 

MR. WOSK: “Yes. 

THE CHAIRMAN: And your price was never 
reduced to the $9.50 level until after--- 

MR. WOSK: After it was repeated a few 
times, Then it was established. 

THE CHAIRMAN: Until after somebody 
else had advertised more than once? 

MR. WOSK: That is right. In fact, we go 
through from Naember, and for two or three weeks we 
did not advertise any G.E. tea kettles because we 
were scared that whatever we advertised somebody 
would advertise it for less, So we have no ads 
until about December 10 on that particular tea 
kettle. And when it quietened down we still adver- 


tised at $9.95 until it came in again at other prices, 
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Mr. Wosk 


THE CHAIRMAN: The suggested list price 
now is $13.95? 

MR. WOSK: Yes, 

THE CHAIRMAN: It has come down? 

MR. WOSK: It used to be $14.95, 

THE CHATRMAN: It came down twice? 

MR. WOSK: No, just once, 

THE CHAIRMAN: Since 1952? 

MR. WOSK: From $14.95 to $13.95. 

THE CHAIRMAN: I thought there was two cuts 
in the excise tax? 

MR. WOSK: The first one did not affect it. 

THE CHAIRMAN: It did not affect the list 
price? 

MR. WOSK: No, 

MR. GERIN-LAJOIE: Have you prepared a 
list of advertisements published by your company and 
other companies concerning tea kettles and other 
articles? | 

MR. WOSK: We have in several cases, in 
all these small items--that was the list before we 
knew anything about--well, when we received first 
the letter from Mr. MacDonald, we checked our 
advertising as compared with some others, and we 
prepared a list of some that appeared, These are 
those of other firms, We have our ads to prove 
that they were at the same price, or higher, 

MR. GERIN-LAJOIE: These are ads taken 
from what papers? 


MR. WOSK: The Sun and the Province, 
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-5149- Mr. wosk 


MR. GERIN-LAJOIE;: The Vancouver Sun and 
the Vancouver Province? 

MR. WOSK: Yes. The dates are here, the 
items are here, and there are the prices. 

THE CHAIRMAN: Do they show respectively 
whose prices are in which columns? 

MR. WOSK: Yes, 

MR. GERIN-LAJOIE: The name of the firm and 
the details of the appliance concerned, and the price 
advertised, and the date of the publication, 

THE CHATRMAN: And are the prices of Wosk's 
Limited there, too? 

MR, WOSK: No, they are not, But we can 
give you that list, if you want it. 

THE CHAIRMAN; The value of the thing would 
be to have a comparison of prices charged by other 
people as shown in those advertisements and your 
prices at the same time, 

MR. WOSK: We have mentioned a couple over 
here, but not all of then, 

THE CHAIRMAN: Would you be able to file a 
new document showing your prices? 

MR. WOSK: Yes. 

THE CHAIRMAN: Then, we will file this one 
in the meantime. 

---EXHIBIT NO. VAN-4: Two sheets of yellow paper 
“Th wera Pe" (Conve ning tetaywdetessrand 
names of firms and appliances, 
with prices indicated. 
THE CHAIRMAN: The prices shown in Exhibit 


VAN-4 are the prices shown in advertisements in the 
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daily papers of those days, is that right? 

MR. WOSK: That is right, yes. 

THE CHATRMAN: The prices shown in the 
advertisements by these firms of these articles 
on the respective days shown? 

MR. WOSK: Yes. The same applies to the 

264 other items, too, which we have. We have copies 
of our ads of different items in. the same proportion, 
too, But, as I said before, we never did lower 
prices before anybody else. But if someone of the 
same size advertised lower prices, then we had to 
follow sult, 

| MR, FAVREAU: You did not advertise 

bargains? 

MR. WOSK: Yes, we advertised bargains, 
but at. a price that was prevailing at that time, 
But, a polisher, for instance, if it was selling 
at $50 and if some firm advertised it for $45 a 
couple of times, we had to follow. 

MR, FAVREAU: And you kept it there? 

MR. WOSK: Yes, that was the price for 
every-day selling. 

THE CHATRMAN: Does that mean you never 
came back? 

MR. WOSK: No, unless it was changed at 
the factory, or from the distributor. 

THE CHAIRMAN: You might ultimately get 
down to the point where you would be selling a lot 
of things at cost, 


MR. WOSK: No, we never sold below cost, 
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THE CHAIRMAN: But you might get too close 
to cost? 

MR. WOSK: We might, but it did not 
happen yet, 

MR. GERIN-LAJOIE: In the case of these 
tea kettles at $9.50, would you tell us if these 
are above your cost? 

MR. WOSK: We make a reasonable profit on 
them, 

MR, GERIN-LAJOIE: Would you mention the 
percentage? 

MR. WOSK: I do not know if I have to. 

I could give that information to you privately. 

THE CHAIRMAN: I would say this, that if 
Mr. Wosk regards any of that information as private 
and confidential, I would not ask him to give it at 
this public hearing. 

MR. GROSSMAN: Mr. Chairman and members 
of the Commission, we are prepared to give this 
Commission any information, privately, that they 
want to have. We do not want to make a public 
statement that might go into the newspapers, on 
matters of that kind. But there is no information 
of ours that is not available to this Commission, 

THE CHAIRMAN; We would be interested in 
having that figure privately. 

MR. WOSK: Sure, whatever you want you 
can have. 

THE CHAIRMAN: The question of a loss 


leader is closely connected with the price that 
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the dealer has to pay. In Fach it is not a loss 
leader if you get it at a price which enables you 
to sell at a regular or a reasonable profit, 

MR. GROSSMAN: The position there--and it 
will be disclosed when your Commission gets the 
information from us--is that even though any of 
these other people went below cost, we stopped; we 
never sold below cost at any time, And the records 
we will give you will show that, 

THE CHATRMAN: Mr. Grossman, are you 
counsel for this firn? 

MR. GROSSMAN: Yes, actually that is what 
I am, I have no interest in any client--and I never 
had. 

MR. GERIN-LAJOIE: Would you tell us if 
the price you paid for tea kettles and other small 
articles was smaller when you bought in larger 
quantities? 

MR, WOSK: Oh, yes. We always buy--every- 
thing, practically, in our buying is based on quan- 
tity buying. If you buy a dozen, it is so much; if 
you buy a hundred, it is so much, and if you buy 
more, it is so much, And in buying a bigger quan- 
tity you have the privilege of buying for less money. 
And if you buy for less money, and if you have to 
keep the price at $13.95, you are not passing the 
savings on to the public, You cannot sell it for 
any less, But if I can work my percentage at so 
much to make a profit, a legitimate profit, and I 


can stay in business, and I can buy it cheaper, I 
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do not see any reason why I cannot sell it to the 
public for less money. 

MR. GERIN-LAJOIE: So would it be normal 
that if you have a larger buying power than a neigh- 
bouring retailer, for instance, you would pay less 
to the manufacturer or the jobber for those particular 
items? 

MR. WOSK: It is a known fact, and it is 
open to everybody. There is no secret about it. 

There 1s no secret deal. Three or four retailers 
could get together and take advantage of it; instead 
of buying six items by each one of them, they could 
buy 25--four of them could buy 25--and it would cost 
them the same thing. 

THE CHAIRMAN; You mean that if they did 
that they would get the same price as a large operator 
like yourself? 

MR. WOSK: That is right. But to say that 
there is a set price, and that I make a good deal, 
and that I have to sell it, and not advertise it, or 
that I must keep it under the counter, and that sort 
of thing--well, that is not business, so far as I am 
concerned, When we make a good buy we sell it for 
what we think is a reasonable profit. And we sell 
1t for that. 

MR. GERIN-LAJOIE: This Commission has been 
told--and I do not know whether it was applied particu- 
larly to your firm or to an unknown firm in Vancouver-- 
that in connection with an item selling at a low cost, 


such as a tea kettle, it would be put on a special 
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counter, which would be known as being a cut-price 
table, 

MR. WOSK: That is not true, and it would 
be very foolish business, It would be very foolish, 
if it were true, because then you would only get 
the public to that particular place, and they would 
not go around through your store, It would be very 


poor business, and I do not consider myself a poor 





businessman, 
THE CHAIRMAN: You mean that it is not true, 


according to your company? 





MR. WOSK: No, and it would be very poor 
| tMsiness to do that. 





MR. FAVREAU: If you had a series of 
bargains you would scatter them around? 

MR. WOSK: You would scatter them through- 
out the store, that would only be right. You want 
the customers to go from one floor to another, or 
to different places--not just to go to one place, 
and look for that item, 

THE CHAIRMAN; You do not want your 
customers to stay in one place, or have them con- 
centrated in one corner? 

MR. WOSK: That is right. We would not 
want that--to have them concentrated where you 
would make less profit than in other places, 

MR, GERIN-LAJOIE: Do you mean it is not 
and has not been your policy to have a special dis- 
play of low-cost articles, cut-price articles, 


just to draw people into your store? So as to 
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sell them something else? 

MR. WOSK: No, there was nothing like 
that--and we do not advertise that way. When we 
advertise something we have it. And, as I say, 
our advertising is not based on one day. You have 
been referring to small items, When a price is 
established, it stays there, regardless of the 
advertising, or not. If it is advertised for 
Friday, they can come in on Monday and still get 
it at the same price, because that is the estab- 
lished price, 

THE CHATRMAN: You do not follow the type 
of advertising which we have seen elsewhere of 
saying that at 10:30, for instance, for one hour--- 

MR. WOSK: No. 

THE CHATRMAN: That certain goods may be 
had at such ana such a price? 

MR. WOSK: No, 

THE CHAIRMAN: Or anything of that kind? 

MR. WOSK: WNo, 

MR. GERIN-LAJOIE: If a manufacturer were 
to change its price, as you mentioned a moment ago, 
on the tea kettle--and we will take that as an 
example--would you keep the same price, so long as 
the other retailers did not cut the price, or would 
you reduce your price to keep the same margin as 
you have now? 

MR. WOSK: It would depend upon how much 
power the manufacturer would have in enforcing his 


list price. If they had the power to enforce it, 
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we would have to charge at the price they suggested, 
regardless of our cost. 

MR. GERIN-LAJOIE: I am speaking of the 
present situation, without any power in the hands 
of the manufacturer to enforce the list price. 

Let us suppose now that you pay $8 for a tea kettle, 
and sell it at $9.50. If the price tomorrow from 
the manufacturer or the wholesaler instead of being 
$8 was to be $7, would you bring down this figure 
of $9.50 immediately, or would you wait until your 
competitor brought his price down? 

MR. WOSK: I would bring it down to a 
reasonable profit. I might not drop the whole 
dollar or $1.50, but I would drop so much off, 
just so as to have a certain percentage for 
operating purposes, 

MR. GERIN-LAJOIE: Up to now we have 
considered particularly the small appliances, 

I should like now to take a look at the larger 
appliances such as TV sets, radios, and so on, 
Is it your policy on those larger items to have 
lower selling costs to the retailer or to the 
consumer than the other retailers in town? 

MR. WOSK: If there is a new item comes 
out in season, and there is a suggested list 
price, it is kept there, or close to it. 

MR, GERIN-LAJOIE: But is it your policy, 
for instance, to sell a TV set of a certain make 
slightly cheaper than any other retailer in town? 


MR, WOSK: If we buy it better, definitely. 
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MR. GERIN-LAJOIE: I mean is it your 
policy on large appliances that nobody undersells 
you? 

MR. WOSK: Definitely. 

MR. GERIN-LAJOIE; Just as it is on the 
small appliances? 

MR. WOSK: The same thing; but in the 
larger appliances you do not get the same deals, 
If a manufacturer is clearing a few carloads of 
refrigerators or TV sets, they usually deal on one 
particular item with one or two dealers. And the 
price is usually set up as being so and so, just 
to give a reasonable profit. 

THE CHAIRMAN: You mean that a manufac- 
turer would be willing, on a special deal of that 
kind, that the list price be departed from? 

MR. WOSK: Yes. 


THE CHATRMAN: And he would make no objec- 


tion to it? 

MR. WOSK: That is right. 

THE CHAIRMAN: Was that true before the 
legislation of 1951? 

MR. WOSK: Well, you had to do it under 
cover, more or less. Before the legislation went 
through, a manufacturer, or some of them, would 
say, "You can do whatever you want, but do not say 
T said so," And now, of course, they cannot tell 
you anything. 

THE CHAIRMAN: You mean that before 1951 


they would agree to it, but they did not want you 
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to announce it? 

MR. WOSK: That is right. They would say, 
"We don't know anything about it. We are deaf." 

MR. GERIN-LAJOIE: So, as I understand it, 
it is your policy that nobody undersells you on any 
article? 

MR, WOSK: On any article that does not 
go below our cost. If it goes below our cost we do 
not sell that article any more. 

MR. GERIN-LAJOIE: And even with that 
policy of not being undersold by any other retailer 
you still do business profitably? 

MR. WOSK: Definitely, yes. 

MR, GERIN-LAJOIE: And you give full 
service to your clients? 

MR. WOSK: We think we have the best 
service departments in the city of Vancouver. There 
might be some others just as good, but I do not 
think any of them are any better, 

MR. GERIN-LAJOIE: And do you give 
delivery service now? 

MR, WOSK: We have our own trucks, We 
are the only ones who advertise that we can deliver 
the same day that a person buys a refrigerator. He 
can buy it and have it delivered in the same day. 
And we will deliver it to him a hundred miles away 
from Vancouver, with our own truck, and set it up 
and check it, and so on. And, just to clear up 
this point, I attribute a lot of our growth to 


repeat customers, I would say that 42 per cent 
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of our business is with repeat customers, repeat 
business. And if we did not give them service, 
we would not get them back again, 

THE CHAIRMAN: Is the service which you 
have been describing--delivery up to a hundred 
miles from Vancouver--is that given free, included 
in the price of the article? 

MR. WOSK: It is free. 

THE CHAIRMAN: Or is there a service 
charge? 

MR. WOSK: No, unless it is a TV set; and 


then TV has a service policy, which is something 


new. 

THE CHAIRMAN: But your other service is 
free? 

MR. WOSK: Yes, the other service is 
free. 

THE CHAIRMAN: For a fixed period? 

MR. WOSK: Yes. 

THE CHAIRMAN: And without any extra 
charge? 


MBuiWOSKs, Yess 

THE CHAIRMAN: In connection with television 
there is an extra charge? 

MR. WOSK: Yes. 

MR, FAVREAU: When did the service policy 
begin to be in force on television? 

MR. WOSK: About three or four months ago. 
We did not sell much television until January of 


this year. That is when we started--when the 
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station opened up here, 

MR. FAVREAU: There was a time when 
service was included? 

MR. WOSK: Yes, but it is now the practice 
throughout the United States and Canada to charge 


for & services policy. 


Ps 


MR, GERIN-LAJOIE: Do you take telephone 
orders? 

MR. WOSK: Yes, on small items, on an item 
like a tea kettle, or anything like that, for shipping 
out purposes we charge 50 cents for shipping. That 
would be on an item like a tea kettle, or a small 
item to be shipped out. We sometimes deliver by 
our own trucks, and sometimes we mail by post, 

MR. GERIN-LAJOIE: And if a person unknown 
to you in Vancouver were to ring up your store and 
order a tea kettle at $9.50, would you deliver it 
C gO2D. ? 

MR. WOSK: Definitely. 

MR. GERIN-LAJOIE: And do you sell large 
appliances as well as small appliances anywhere in 
British Columbia, and deliver them? 

MR. WOSK: Oh, yes. 

MR. GERIN-LAJOIE: And do you have a 
charge to deliver your large appliances? 

MR, WOSK: We do not charge for the 
delivery of large appliances, up to 100 miles. But 
after 100 miles we do charge. 

MR. GERIN-LAJOIE: A fixed fee? 

MR. WOSK: It is usually the cost of the 


freight charge. 
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MR. GERIN-LAJOIE: Let us say if it is 
three or four hundred miles, how would you charge? 

MR. WOSK: It might be $10 or $12, depend- 
ing upon the weight, or whatever the C.P.R. or the 
C.N.R, charged, 

MR. GERIN-LAJOIE; It is the cost that 
you charge? 

MR, WOSK: Yes. 

THE CHAIRMAN: Up to 100 miles you 
deliver free? 

MR. WOSK: Yes. 

THE CHAIRMAN; And if it is over that, 
you employ a common carrier? 

MR. WOSK: Yes, that is right. 

MR. FAVREAU: So that you perform installa- 
tion only within 100 miles radius? 

MR. WOSK: That is right. If we sell an 
item that requires installation, such as an auto- 
matic washer, and we have no service in that dis- 
trict, we give a refund amounting to the difference 
in the service charge, which might be $12 or $15, 
or whatever it is. 

MR. GERIN-LAJOIE: We were considering 
a moment ago the situation where a manufacturer 
or wholesaler would bring his price down. If he 
were to bring his price up would you bring your 
own price up also automatically, or would you wait 
and see what the other retailers are doing? 

MR, WOSK: We would raise the price, too. 


But it has not happened in the last couple of years. 
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That its something we do not anticipate, either. 

THE CHAIRMAN; You do not think that 
market conditions indicate that that is likely to 
happen? 

MR, WOSK: No. There is one point on 
which I agree with my friend Mr. Forst, who was here 
before--that there is a definite wastage between 
the time it is turned out by the manufacturer and 
the time we get the article to sell, There aree 
too many fellow who are in between, The price 
could still come down, I think some of that could 
be eliminated--I don't know how good or bad that 
would be; but it seems to me that a manufacturer 
makes something, and then there is the wholesaler, 
or the distributor, and of course all this adds 
to the cost. 

THE CHAIRMAN: You mean you do not think 
these middlemen perform a service for which the 
price is justified? 

MR, WOSK: That is right. I am not talking 
about legitimate wholesalers, big wholesalers, who 
carry stocks for us, 

MR, GERIN-LAJOIE: Would you tell the 
Commission what you consider a loss leader to be, in 
your opinion? What have you in mind when you refer 
to a loss leader? 

MR. WOSK: I would say that a loss leader 
is an article sold below cost and plus a reasonable 
profit to handle that particular article--a reason- 


able percentage. I would not consider that it 
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should be a flat 25 per cent, or whatever it is, 
because it costs less to sell tea kettles than it 
does to sell refrigerators, 

MR. FAVREAU: When you say you never sold 
your tea kettles or advertised them below cost, does 
that mean below the laid-down cost, or below the 
laid-down cost, plus a necessary percentage to do 
business? 

MR. WOSK: Yes, that is right--plus my 
Overhead to cover that particular item. 

THE CHAIRMAN: That is, you never have 
advertised or sold at a price that did not clear 
your expenses? 

MR, WOSK: That is right. 

THE CHAIRMAN: With regard to that item? 

MR, WOSK: Yes. 

THE CHAIRMAN: That is, as near as you can 
estimate? 

MR. WOSK: . Yes... In some items there is 
service, and in some other items there is a lot 
less service. In these particular items they are 
guaranteed by the manufacturer, and if something is 
wrong you take them to the manufacturer and he looks 
after the service, and it does not cost you anything. 

MR. GERIN-LAJOIE: Why would you wait until 
a competitor brings his price down, if even after 
bringing your price down you make what you call a 
reasonable profit? 

MR. WOSK: Well, we were talking about 


cost, and a reasonable profit is not the same thing, 
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If it costs $9, and it costs you 10 per cent to do 
business, that would be $10; and if there is a 
reasonable profit, I imagine that would be $11 or 
$11.50, and I would sell it for that. But I would 
go up to $10, if somebody advertises it for that. 

MR. GERIN-LAJOIE: That is all, 

MR, WHITELEY: Since the banning of resale 
price maintenance, have you tended to shift your 
lines at all from nationally advertised lines to 
not nationally advertised lines? 

MR. WOSK: No, our intention is to sell 
more nationally advertised lines, They are more 
acceptable, and if you can sell whatever you want 
to sell, at whatever price you can make a profit, 
it is better to sell nationally advertised lines. 

MR, WHITELEY: And as far as your company 
is concerned, you have not brought in, to any greater 
extent, not nationally advertised lines? 

MR. WOSK: No, not very much, Some goods 
come in from the United States, but they are a very 
small percentage--a very small percentage of our 
selling. 

THE CHAIRMAN: Or Canadian manufactured, 
that are not nationally advertised? 

MR. WOSK: No. We do get some merchandise 
made by manufacturers for ourselves only. But they 
insist upon carrying the manufacturer's name on it, 
although they are sold by us only, exclusively. 

THE CHAIRMAN: Do you get a manufacturer's 


guarantee with regard to unknown brands? 
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MR. WOSK: Yes. 

THE CHAIRMAN: Do they give 2 guarantee? 

MR. WOSK: Yes, but it is harder to get 
that guarantee enforced, 

THE CHAIRMAN: That is, the public would 
regard the guarantee of a well-known national 
manufacturer as more valuable than one of an unknown 
manufacturer? 

MR. WOSK: It costs us cheaper to handle 
a G.E, line, because if something is wrong we can 
go to the General Electric Company. And if we buy 
something unknown from a factory in Toronto, per- 
haps we have to ship it back to have it repaired, 
and it takes six weeks to get it back; and it is 
not good either for us or for the customer. 

THE CHAIRMAN: It is advantageous to you, 
from what you have said, and also the customer finds 
it advantageous? 

MR. WOSK: Yes, the national brands, 

MR. WHITELEY: On these nationally adver- 
tised lines, do you consider your margin is any less 
now than it was before 1952? 

MR. WOSK: Small or big appliances? 

MR. WHITELEY: The larger ones. 

MR, WOSK: The larger ones? 

MR, WHITELEY: Yes, 

MR. WOSK: No, not any less; it is about 
the same. 

MR. WHITELEY: Does that mean you were 


selling at the list price previously? 
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MR, WOSK: You were selling at the list 
price and you were giving a fictitious trade-in, 
It is the same thing. If your gross profit was-- 
if you gave $100 for a refrigerator that was worth 
$20, I do not consider it a $400 sale. I only 
consider it as a $320 sale, 

MR. WHITELEY: So that actually, in the 
previous period, you were departing from the list 
price by allowing a large trade-in? 

MR. WOSK: That was the practice of the 
trade, 

THE CHAIRMAN: Generally? 

MR. WOSK: Yes, that is right. 

MR, WHITELEY: And now you can advertise 
to the public--- 

MR. WOSK: The true value or the true 
price you are going to sell it for. 

THE CHAIRMAN: You do not need to show 
trade-in valuation? 

MR. WOSK: In some cases, with some manu- 
facturers, he insists, let us say, to keep it at 
that price. Then you have to still do it on a big 
trade-in, 

THE CHAIRMAN: Do you mean the manufac- 
turers tell you to keep--- 

MR. WOSK: Well, they do not tell you 
exactly, in those words, by saying that they will 
not supply you, or anything like that. But they 
will say, "We would like you to keep it at $400. 


This is our suggested list price." 
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THE CHAIRMAN: I think that I have nothing 
further to ask, Thank you very much for coming, 
Mr, Wosk. We also thank you for the information you 
have given us; and we would be glad to have the 
information you have promised to send. 

MR. WOSK: I will get it for you. 

THE CHAIRMAN: Then, that is all for 


today. We will resume again tomorrow at 10 o'clock, 


---Whereupon the hearing adjourned on Thursday, 


July 8, to the following day, Friday, July 9, 1954. 
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